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NATIONAL POLICY AND ISSUES 


NEED FOR INGREDIENTS OF AN EQUITABLE PRICE SYSTEM EXPLAINED 


Xiamen ZHONGGUO JINGJI WENTI [CHINA'S ECONOMIC ISSUES] in Chinese No 4, 
20 Jul 85 pp 9-15 


[Article by Xie Youquan [6200 0147 2938]: "A Chat About Establishment of an 
Equitable Price System" ] 


(Text ] Establishment of an equitable price system is a major ingredient in the 
current reform of the economic system. But what is meant by an equitable price 
System, what are its criteria, and how does one establish an equitable price 
system? Does the establishment of an equitable price system mean it is also 
necessary to realize a stable price policy etc? Clarification of these 
questions is of major theoretical and practical significance for reform of the 
price system. This article intends to talk about some views on these 
questions. 


I. What Is Meant by an Equitable Price System 


Clarification of the meaning of an equitable price system requires, first of 
all, a clarification of the meaning of a price system. 


As production has expanded and the standard of living has improved, the 
kinds of commodities found in China's socialist markets have steadily grown 
and there are no fewer than several tens of thousands of prices for. them. 
Though the prices for these commodities are expressed in certain amounts of 
currency, they do not exist in isolation but rather are interrelated and 
mutually restrictive, producing an organically unified price system. A 
socialist price system is a reflection of socialist economic relationships. 
It forms a totality and is endowed with its own form and content. In terms of 
form, the price system in a socialist planned economy that is 
distinguished and symbolized by all sectors of the national economy is a price 
system that includes prices for industrial manufactures, for farm products, 
for construction materials and for transportation. The price system that is 
distinguished and symbolized by different links in the social reproduction 
process is a system formed from factory prices, state procurement prices, 
transfer prices, wholesale prices and retail prices. The price system that is 
distinguished and symbolized by the price control system forms a system that 
is made up of unified plan prices, floating prices, negotiated purchase and 
Sale prices and country fair trade prices. This price system that is 














cistinguished and symbolized by different kinds of prices is, in reality, onl 
the form of the price system and not its real substance. The real substance of 
the price system is one of co™parative commodities and different prices. The 
system of comparative commodities and different prices is, in and of itself, 
reflection of the relativity of the prices of commodities. So calle 
comparative prices of commodities means the proportional relationships formed 
among prices in the exchange of commodities. So called different prices for 
commodities means price differences occasioned in the process of circul 

by the links in purchase and sales, the area of purchase and sales, the 
seasons of purchase and sales, and commodities quality. Marx said, "Prices 
symbolize the transformation that takes places in the exchange value of 
commodities in the process of circulation."(Footnote 1)("Marx:A Critique of 
Political Economy," p 50). However, “exchange value is manifestec, first of 
all in the relationship or proportion of amounts of exchange of one commodity 
for another, and this proportion constantly changes with time and 
place."(Footnote 2)("Collected Works of Marx and Engels," Vol 23 p 49) But 
with the exception of different prices for different quality, various price 
differences result from transfers in time and space in the process of the 
circulation of a commodity. Some of the labor expended in this process "enters 
into the value of the commodities to a certain extent,"(Footnote 3) (Ibid., 
Vol 24, pp 156, 167) and though some of it "cannot be added to the value of 
the commodities,"(Footnote 4) (Ibid.) it has to be compensated out of 
society's social surplus product value. 


a 
4 
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Clearly, comparative price means the price comparison for different products 
and different price means the comparative price of the same product. Though 
the implications of the two differ, the separate consumption of the socially 
necessary amount of labo in the course of exchange nas to be correspondingly 
compensated. This is a common ingredient in the aforementioned different 
types of price systems. Ordinarily, when we speak of price systems, we do not 
mean their form but their real substance, i.e., the system of comuodities 
comparison and price differences. The equitable price system of which we speak 
means a system of equitable comparison and different prices. However, 
theoreticians hold different views as to what constitutes a price system. 
Some comrades hold that the so-called price system means unified plan prices, 
floating prices, negotiated purchase and sale prices and country fair trade 
prices. Whether commodities comparisons and different prices are equitable 
is not a question that is part of the price system per se because it results 
from what people do. Such a view shows not only a one-sided understanding of 
the meaning of the price system but also regards commodities comparisons and 
different prices as things arbitrarily set by people. It does not admit that 
they are reflections of value relationships. Obviously such a concept cannot 
be accepted. 


Since an equitable price system is a system of equitable comparitive prices 
and different prices, its formation is not restricted solely by product value 
itself, but is also regulated by the relationship between supply and demand. 
This is to say that it has to reflect both value and the relationship between 
Supply and demand. Relationships that reflect value and that reflect supply 
and demand are one and the same. A system of comparative and different prices 
that reflect both prices and the relationship between supply and demand is an 
equitable price system and is a symbol that the price system has_ become 











equitable. Formerly China's theoreticians and units engaged in actual work 
held two one-sided ideas about the need for prices to reflect both value and 
the relationship between supply and demand. One view emphasized only that 
prices had to be consistent with value, and it ignored or denied that prices 
also nad to reflect the relationship between supply and demand. In their view, 
it was as though in the consideration of supply and demand relationships, 
prices could not be based on value witnout leading to chaos in the price 
system. In reality, exactly the reverse is true. To consider only value 
without considering the relationship between supply and demand will mean that 
prices will be unable to reflect value, making it impossible to produce an 
equitable price system. This is because prices are based on value, and prices 
change as the relation between supply and demand change, the two being 
Synonymous and interdependent. The reason that price and value are synonymous 
is precisely the result of a tendency toward balance between supply and 
demand. Marx said, "Generaily speaking, the value of all commodities can be 
realized only through constantly changing market prices tending to even out, 
and this evening out is the result of constant changes between supply and 
demand. "(Footnote 5) ("Selected Works of Marx and Engels," Vol 2 p 197) 


If the supply of a product is greater than demand, its price will drop. After 
it falls a certain amount, production will decrease and the price will go up 
again. Conversely, if demand for a commodity is greater than supply, the price 
will rise. After it nas risen a certain amount, production will increase and 
the price will go down again. Therefore, observed in long-range terms, prices 
always fluctuate with value, demonstrating the tendency for prices to be 
Synonymous with supply and demand. If one departs from definite supply and 
demand relationships, the role of the laws of value cannot operate. If one 
Says the value of commodities is the basis for supply and demand relationships 
playing arole, then changes in the relationship between supply and demand, 
are precisely the form in which the laws of value will be manifested. 
Therefore, "CPC Central Committee Decisions on Reform of the Economic System," 
(hereinafter “"Devisions") noted “readjustment of inequitable comparative 
prices in accordance with the need for exchange at equal value and changes in 
the relationship between supply and demand, lowering those tnat should be 
lewered and raising those that should be raised." This is precisely a need for 
all-round consideration of the laws of value. 


The notion that prices reflect the relationship between supply and demand and 
not value is without foundation. Another view pits against each other the 
relationship between supply and demand and planied prices. It regards the 
relationship between supply and demand to be an alien rorce in the _ planned 
economy anda spontaneous factor that attacks planned prices. Consequently, 
in practical work, many restrictions are always placed on the effects on the 
planned economy of supply and demand relationships; planned prices are not 
allowed to readjust promptly as the relationship between supply and demand 
change. When this is done, superficially, planned prices seem very stable, 
but, in fact, this leads to a serious variance between prices and value. It 
conceals extremely unstable elements, and this is exactly how chaos in the 
price system is created. Certainly planned prices and free prices differ. 
Frequent readjustments cannot be made with every change in supply and demand 
factors, much less is it possible to let the market set price allowing the 
relationship between supply and demand to effect spontaneous regulation. 








Nevertheless, within a certain period or when fairly great changes occur in 
the relationship between supply and demand, prompt reaction becomes necessary; 
otherwise, planned prices will lose their function as an effective means of 
regulation. On the issue of the relationship between supply and demand, it has 
to be realized that just as in the case of the value of commodities the 
difference between socialist and capitalist economies lies not in whether the 
relationship between supply and demand exists and plays a role, but rather in 
differences in the system of ownership, in servicing what production goal, and 
in whether or not there is a conscious use of supply and demand relationships 
throughout the whole society. Therefore, planned prices and supply and demand 
relationships are not mutually exclusive but are parts of a totality. Only 
when there is conscious reliance on value ani the use of the role of supply 
and demand relationships that readjustment and formulation of planned prices 
can have a full economic basis and the price system be made equitable. 


Certainly, one cannot go from one extreme to the other on the issue of 
handling the relationship between supply and demand. In view of the adverse 
effects created as a result of the neglect of supply and demand relationships 
in past work, and in view of the emphasis placed in Central Committee 
documents on the importance of supply and demand relationships, one cannot 
place supply and demand relationships in a decisive position and suppose that 
only a mechanistic price system that is regulated mostly through supply and 
demand relationships can be an equitable price system. Some documents have 
quoted a passage from "Das Kapital,” Volume 3, Chapter 10 on supply and demand 
deciding price, and price deciding supply and demand, in turn, as a basis for 
their views. In fact, Marx maintained a critical attitude toward that 
passage. At the end of that passage, he denounced as a “confused notion" the 
ideas that "prices are decided by supply and demand while supply and demand 
are decided by prices, in turn."(Footnote 6)("Collected Works of Marx and 
Engels, " Vol 25 p 213, 202) This is the basis for _ prices, namely 
value, does not appear here. In that case, how can the relationship between 
the two be expressed accurately? Marx stated explicitly at a different place 
in the same chapter that "If we say that supply and demand regulate market 
prices or if we say clearly and unambiguously that regulation of market prices 
diverges from market value, in another way, market prices then regulate the 
relationship between supply and demand."(Footnote 7) (Ibid.) Clearly, stated 
unambiguously,it is not supply and demand that determine price, but rather 
that supply and demand regulate the divergence between price and value. In 
the formation of prices, it is wrong for us to neglect the important role of 
supply and demand relationship. Conversely, to place supply and demand 
relationships in a decisive position or, as some do, to put value off to the 
side and regard supply and demand relationships as the sole basis for price 
formation are both inconsistent with Marxist doctrine on the value of labor, 
and they are distortions of an equitable price system. 


II. How To Establish an Equitable Price System 


A considerable amount of tumult exists in China's price system today, with 
many commodities reflecting neither value nor the relationship between supply 
and demand. This is manifested primarily in no differences in price for 
different quality in the same product; inequitable comparable prices among 
different commodities, in particular, prices for certain mine products and for 





raw and processed materials tending to be low; and an inversion of procurement 
and market prices for major agricultural and sideline products, sale price 
being lower than procurement price, etc. Without reform of such an inequitable 
price systen, it is impossible to assess accurately the results of 
enterprises’ production operations,nor can one guarantee either a smooth 
exchange of commodities between cities and countryside or be able to give 
impetus to technical progress or to making the make-up of production and 
consumption more rational. This state of affairs must inevitably create a 
tremendous waste of social labor and it can also seriously impede carrying out 
of the principle of distribution according to labor. Furthermore, that prices 
reflect neither value nor the relationship between supply and demand is the 
result of long-term neglect of and inability to understand correctly the role 
of price laws. Therefore, establishment of an equitable price system that 
Makes comparative prices and different prices reflect both value and the 
relationship between supply and demand requires respect for the laws of value 
and conscious use of the regulatory role of the laws of value. The so-called 
regulatory role of the laws of value is essentially the role of the 
proportional distribution of social labor. This role, “positively cannot be 
abolished by a certain form of social production. only its outward form can be 
changed."(Footnote 8)("Collected Works of Marx and Engels,” Vol 4, p 368) Ina 
capitalist system, because the anarchic state of production holds a dominant 
position, such regulation can only be after-the-fact regulation, i.e., only as 
a result of falls and rises in prices is it possible to see with one’s own 
eyes what society needs, how much is needed, and what is not needed."(Footnote 
9) (Ibid., Vol 25, p 215,217,717,204) Consequently, such regulation must be 
manifested in a spontaneous form. The situation is different under socialism 
wnere the laws of value regulate both before and after the fact. The former 
is manifested in the form of conscious use; and though the later is largely 
spontaneous, it plays a role under guidance cf state plans. 


The so-called before-the-fact regulation of the laws of value means allowing 
the laws of value and the laws of national economic planned development to 
operate in combination to produce a suitable proportional distribution of 
total social labor in advance in accordance with social needs, the labor 
expended on a certain amount of various products thereby being able to become 
a component of society's total labor, bringing about an overall balance among 
production, supply and marketing to form an equitable price system based on 
value. Marx said, "In order for a product to be sold at its market value, 
that is to say in order to sell it in accordance with the necessary social 
labor it contains, the total amount of social labor consumed on the total 
amount of this product must correspond to the social need for this proacct, 
i.e., it must be commensurate with ability to pay and social need."(Footnote 
10) (Ibid.) He also said, "Only when all products are produced in the 
proportions needed can they be sold. The quantitative limits of the portion of 
society's time that can be used in each special production field is nothing 
more than a manifestation of the further development of the whole laws of 
value, though the required labor time as used here contains another 
implication."(Fostnote 11) (Ibid.) This tells us that application of the laws 
of value tc dovetail supply and demand, and particularly to dovetail supply 
and demand of commodities in short supply is of extremely important 
Significance in coordinating proportional relationships in the national 
economy and building an equitable price system. Certainly, once an equitable 











price system has been built, this is not something that can be done once and 
for all. This is because changes can take place constantly in social labor 
productivity rates and the supply and Jemand situation. After a certain 
period of time, it will again become necessary to make new readjustments to 
meet changed conditions. The relationship between supply and demand not only 
regulates divergences between prices and value, but can also bring about 
transpositions in production conditions when changes in supply and demand 
pruduce abnormal conditions. Consequently, as regards certain commodities in 
short supply such as raw and processed materials based on "differently set 
market values per se,"(Footnote 12) (Ibid.) value cannot be set in terms of 
ordinary weighted average consumption of labor, but must be regulated by the 
consumption of iabdor under poorer working conditions. This way of doing 
things both helps improve enthusiasm for enterprises’ production operations 
and also helps handle the relationship between comparative and different 
prices. Of course, making the distribution of the amount of social labor used 
eor.espond with the size and make-up of society's need for a product is no 
easy matter. Given the levels of development of China's productivity and plan 
management, for a long time to come the formulation of state economic plans 
and planned prices will have to be elastic. In the past, because of negiect of 
and lack o1 adeptness in using the regulatory role of the laws of value, we 
became accustomed to relying solely on administrative fiat and plans of a 
directive nature to make the economy run. The result was frequent imbalance 
between supply and demand and planning being out of tune with realities. 
Supplies of some commodities were greater than demand so they piied up in 
warehouses for ong periods of time without being sold. Supply of some 
products could not meet demand, so they were frequently out of stock and 
prices lost their function of effectively regulating production and 
circulation. This had to produce chaos in the price system. 


Therefore, “The Decisions” pointed out that “Realization of a planned economy 
is not primarily the same thing as plans that are in the nature of directives. 
Plans in the nature of directives and plans in the nature of guidance are both 
specific forms of a planned economy." Henceforth, “steps will have to be 
taken to reduce the amount of planning in the nature of commands and to 
increase the amount of planning in the nature of guidance." Take agricultural 
and sideline products, for example. The state has ruled that beginning in 
1985, except for specific items, no longer will any monopoly procurement or 
assigned procurement quotas be assigned to peasants, but rather fixed 
procurement on contract and market procurement will be instituted. Fixed 
procurement on contract is in the category of plans in the nature of guidance. 
Before spring plowing begins each year, the state signs contracts with 
peasants for the purchase at reasonable prices of specific amounts of 
agricultural and sideline products on the basis of society's needs and 
discuss‘ ns with the peasants. This process not only helps carry out the 
princip.e of equality and mutual benefit, assuring peasants'self-determination 
in operations so that they will make arrangements consistent with state plans 
for the funds and the labor they have, but also helps cooordinate 
relationships between peasants and other sectors of the national economy. 
Fixed procurement on contract is a good way that relies mostly on the 
application of economic levers to realize state plan procurement quotas; it is 
a good form that brings into play the before-the-fact regulatory role of the 
laws of value. Of course, even for the small number of things that are 








purchased using plans in the nature of directives, the laws of value also have 
to be applied and the role of econcuic levers brought into play to ensure 
realization of state procurement plans. 


Thougn the before-the-fact regulation of the laws of value "can only be in 
places in which productivun is subjecc to society's actual predeterminec 
control,"(Footnote 13) (Ibid., p 205) that is to say attainment is possible 
only under socialism; nevertheless, because of the numerous economic forms 
existing in China at the present stage, the very great uneveness in economic 
development of separate areas, a commodity economy that is still very much 
undeveloped, and a level of productivity that is relatively low, in an overall 
sense, plus scientific planning needing improvement, major products inciude” 
in the before-the-fact regulation of the laws of value must be limited only to 
those having a bearing on the national economy and the people's livelihood. If 
one becomes divorced from the realities of the national situation and aspires 
to include wichin the purview of before-the-fact regulation all product 
production and Marketing activities, that would be unrealistic and 
unattainable. Therefore, bring about an overall balancing of production, 
Supply and marketing throughout the whole society, not only does there have to 
be before-the-fact regulation by the laws of value, but also after-the-fact 
regulation by the laws of value for good control in major regards and a 
liberalization and enlivening in minor regards. 


So-called after-the-fac. regulation by the laws of value is what we ordinarily 
call marke* reguiation. Most of what goes into market regulation is some 
agricultural and sideline products, small industrial commcdities used in daily 
life, and products sold by enterprises and veasants themselves after 
fulfillment of state plan quotas. Such regulation contains a sudstantial 
amount of spontaneity; nevertheless, under guidance of state plan arid as a 
result of fluctuations in the prices of commodities aud market competition, it 
can make prices reflect sensitively changes in the relationship between value 
and supply and demard and cause workforces and the means of production to 
shift toward trades requiring development. Not only is this beneficial for the 
enlivening of the economy and increasing economic results from enterprises, 
but as a result of the rapid feedback of information from markets, it can 
play a definite role as reference for the formulation and regulation of 
planned prices. Therefore, "Decisions" pointed out that "Simultaneous with 
price readjustments, it will be necessary to change the overly centralized 
price control system, gradually reducing the scope of uniformly fixed prices 
while suitably expanding, to a certain degree, the scope of floating prices 
and free prices, thereby meking prices more sensidly reflect social labor 
productivity rates and changes in market supply and demand relationships to be 
more in keeping with requirements for development of the national economy." 


Of course, the after-the-fact regulation of the laws of value is secondary and 
subordinate to before-the-fact regulation; nevertheless, it is both necessary 
and beneficial. China is in the midst of using the regulation that overall 
balancing of economic plans and economic means afford to ensure the 
proportional coordinated development of the national economy. There has to be 
both a loosening and an enlivening with regard to commodities involved in 
market regulation and there also has to be an intensification of channeling 
and control. Loosening and enlivening does not mean abandoning all control. 





In 1982, Comrade Chen Yun said emphatically that "Enlivening of the economy is 
enlivening under plan and not enlivening separated from plan guidance." He 
used a colorful simile in talking about enlivening the economy and the 
relationship between market regulation and guidance under state plan as 
follows: "This is like the relationship between a bird and a cage. A bird 
cannot be clutched in the hand. If clutched in the hand, it will die; it has 
to be allowed to fly. But it can only be allowed to fly in a cage for without 
a cage it will fly away." "Of course, the cage has to be of the right size. It 
should be as large as necessary."(Footnote 14) ("Chinese Financial and Trade 
News," 4 Dec 82) This advice holds important guiding significance for doing a 
good job of market regulation and making use of the after-the-fact regulatory 
role of the laws of value. 


In short, only by respecting the laws of value and using the regulatory role 
of the laws of value is it possible to establish an equitable price system, 
thereby making it possible to regulate enterprises' economic activities in a 
large sense, assure the coordinated development of all kinds of enterprises 
and achieve the best socio-economic benefits. 


III. Establishment of an Equitable Price System and Maintaining Basic Price 
Stability 


Since establishment of an equitable price system requires conscious 
application of the laws of value, is maintenance of basic price stability in 
conflict with establishment of an equitable price system? In other words, in 
building an equitable price system, is it necessary to continue to carry out a 
stable price policy? Some comrades holu a negative view on this. They 
believe that that institution of a stable price policy has been a product of a 
specific historical period in China. During the period immediately following 
liberation, to overcome financial difficulties and turn around the rampant 
inflation, the state not only adopted important measures to centralize 
financial and economic work, but also instituted a stable price policy. This 
meant that no matter whether or not prices were fair at that time, the first 
job was to stabilize prices at their current levels and, once stabilized, to 
make various adjustments to certain unfair prices. After a period of 
comprehensive contrtol, prices that could not be brought down in old China 
were finally stabilized. Later on, inasmuch as the country had long pursued a 
low wage policy and since wages had not been frequently adjusted, stable 
prices became a basic policy consistently followed in price work so as to 
ensure security in the people's lives. The situation is different today. 
China is in the midst of reform of the economic system, with emphasis on urban 
areas. This includes reform of the price system and great application to the 
macroeconomy of economic levers to regulate production, to enliven the 
circulation of commodities and to guide consumption. Consequently, a stable 
price policy should no longer be followed. Moreover, institution of such a 
policy actually brings certain negative consequences in its wake. The 
tumultuous situation that exists today in the price system is attributable to 
to having pursued this policy for a long time. We believe that such a view 
merits discussion. Granted that there have been historical reasons for the 
country's long pursuit of a stable price policy; nevertheless, of greater 
importance has been the creation of conditions for a secure life for the 
people and the maintenance of enduring economic stability. Consequently, not 








only was it necessary to pursue this policy in the past, but it will also be 
necessary to continue this policy in the future. During the period of 
economic reform, in particular, the carrying out of this policy is of major 
importance. Premier Zhao Ziyang said in the government work report that he 
presented to the 3rd Session of the Sixth NPC that, "Long practical experience 
has shown that a policy of basically stable prices must be followed under 
socialism to avoid great price fluctuations; this is of extreme importance 
both to stable economic development and to social order. However, one should 
not perceive basic price stability to mean a price freeze or suppose that 
every change in prices must bring about a decline in the real standard of 
living. This is because it is completely normal for changes in prices of 
commodities to take place within certain limits as production costs and market 
Supply and demand change. A look at the actual situation in China during the 
past several years shows that sensible readjustments and appropriate loosening 
up of prices, plus attention to bringing into play of the laws of value in 
combination with genuinely doing something about the relationship between 
price movements and rises in the people's earnings have not only benefited 
economic development, but has also helped improve livelihood and has. been 
consistent with the fundamental interests of the people." Premier Zhao's 
statement has been a revelation on three points as follows: First, maintenance 
of basic price stability is a necessary condition for social order and 
economic growth. This has been fully demonstrated through practical experience 
in the building of Chinese socialism; thus it is a policy that must be pursued 
under socialism, not an expedient measure to be used during a certain 
historical period. In fact, not only we socialist countries but even 
capitalist countries regard stable prices as a prerequisite for a long-tern, 
stable economic growth rate. They have taken various financial and economic 
actions such as tightening of money, raising interest rates, cutting back on 
investment in capital construction and controlling the supply of currency in 
an effort to stabilize price levels. The question is whether the job can 
really be done. Second, one should not perceive basic price stability to be a 
price freeze. We became accustomed to freezing prices in the past when 
carrying out real work, with the result that the people have confused price 
freezes with stable prices. 


Actually, price freezes are only an extraordinary measure adopted for short 
periods of time to deal with a sudden situation. It positively cannot be a 
long-term policy. Long term freezing of prices are very bad for the 
development of production and the enlivening of the economy. Furthermore, 
price freezes cannot genuinely stabilize prices. On the contrary, they can 
only lead to prices departing seriously from value and are an element in 
increasing price instability. Therefore, maintenance of basic price stability 
means following the requirements of the laws of value, promptly raising or 
lowering the prices of commodities for which prices are inequitable or for 
which production costs and the supply and demand situation have changed 
Substantially so as to have a solid base for making comparative prices for 
different commodities equitable and prices stable. Attention to stability 
without attention to adjustments is inconsistent with desires for basic price 
stability, and it also contravenes the dialectical method in the development 
of things. So long as we genuinely do something about the relationship between 
price movements and the rise in people's earnings when adjusting prices, it 
will be possible to advance the development of production and to improve 





livelihood. The two examples of tremendous readjustments by the state of 
procurement prices paid for all agricultural and sideline products in 1979, 
and rise in the market price of cotton cloth in 1983 simultaneous with a 
tremendous decrease in the market price of chemical fiber cloth both vividly 
demonstrated that price readjustments not only can lower standards of living 
but also that, as a result of price adjustments, the development of production 
is stimulated and supplies of commodities increase in markets, thereby 
improving lives more rapidly. Third,the price stability of which we speak is 
price stability founded on an equitable price system. Price stability founded 
On an equitable price system differs from price stability that is maintained 
mainly through reliance on government financial subsidies. Granted that 
reliance on government financial subsidies to bring about an inversion between 
purchase and sale prices making sale prices lower than purchase prices is 
necessary under specific circumstances and that it helps make livelihood more 
secure; nevertheless, such stability is founded on a distortion of price 
relationships and it unavoidably brings about certain negative consequences. 
This is precisely why we must make gradual solutions in the process’ of 
reforming the price system. 


The tumultuous situation existing today in China's price system has_ been 
created largely as a result of the economic system having become rigid, and 
not the pursuit of a stable price policy. Last year's rise in the overall 
price level likewise was not, as some comrades suppose, a failure in the 
effectiveness of the stable price policy, but rather was brought about by so 
much currency having been issued that it exceeded actual needs for commodity 
circulation. Certain it is not that stable prices require no conditions at 
all; it is important that they have corresponding backing in financial and 
material resources. Within a short period of time immediagtely following the 
liberation we were able to tame prices that had run away like a wild horse 
precisely because we brought about a balance between government financial 
receipts and expenditures, and because we got hold of and sold large 
quantities of commodities to drive prices down. Granted that the situation 
today is different than during the period immediately following liberation; 
nevertheless, strict control over the issuance of currency, genuine control 
over the scale of capital construction, maintenance of balance between the 
Supply of commodities and purchasing power, etc are all requisite conditions 
for bringing about basic price stability. There can positively be no lowering 
of our guard in this respect, because if we do, it will be impossible to 
provide the fine climate for reform of the economic system and establishing an 
equitable price system, or the progress of reform may even be adversely 
affected. 
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NATIONAL POLICY AND ISSUES 


BRIEFS 


GROUP MEETINGS CONTINUED--The deputies attending the Fourth Session of the 
Sixth NPC continued their group meetings 27 March. During their deliberation 
of Premier Zhao's report on the draft Seventh 5-Year Plan over the last 2 
days, the deputies held lively discussions on questions concerning the reform 
of the economic structure. Han Peixin, a deputy from Jiangsu, said: Reform 
is a fundamental experience of China in economic development during the Sixth 
5-Year Plan. Our persistence in reform will play a crucial role during the 
Seventh 5-Year Plan. Our organizational reform should keep pace with the 
reform of the economic structure. Government organizations should firmly 
change their management functions and improve their work style. Li Qingwei, 

a deputy from Shaanxi, said: Reform rid Shaanxi of two dependences during 

the Sixth 5-Year Plan. One was the lengthy dependence on other provinces for 
grain supply, while the other was the dependence on state financial subsidies 
for 35 years. Facts prove that we must persist in reform. Hei Boli, a deputy 
from Ningxia, said: Ningxia, an outlying region, began to open to the outside 
during the Sixth 5-Year Plan. Reform has made Ningxia's backward economy 
display unprecedented vigor. [Excerpts] [Beijing Domestic Service in 
Mandarin 1200 GMT 27 Mar 86 OW] /12858 
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PROVINCIAL AFFAIRS 


GUANGDONG NPC DEPUTIES HOLD PANEL DISCUSSION 
HK281523 Beijing ZHONGGUO XINWEN SHE in Chinese 1457 GMT 27 Mar 86 


/Report by ZHONGGUO XINWEN SHE reporters Dai Yaping /2071 0068 1627/ and Chen 
Liyu /7115 4539 1342/: ""Dé Not Regard the Beginning as Excessive'--Sidelights 
on Guangdong NPC Deputies at Panel Discussion"/ 


/Text/ Beijing, 27 Mar (ZHONGGUO XINWEN SHE)--Yesterday afternoon the Guangdong 
provincial NPC deputies held a panel discussion on Zhao Ziyang's report on the 
draft Seventh 5-Year Plan. Because Guangdong stands in the forefront of the 
country in opening up to the outside world and because the meeting was attended 
by such important figures as Ye Xuanping, Ren Zhongyi, and Liang Xiang, it 
aroused particular attention. Before the meeting opened, a dozen or so 
reporters spontaneously went to the meeting place of the departments directly 
under the provincial authorities to listen to the discussion. The meeting 

room was crowded with people. 


After Zhong Ming, vice chairman of the provincial People's Congress Standing 
Committee, declared the meeting open, Ren Zhongyi, former first secretary of 
the provincial CPC Committee, was the first to speak. He said: I agree with 
Premier Zhao Ziyane's report. The seven major economic successes scored in 
the Sixth 5-Year Plan period are obvious to all. Before coming to Beijing, I 
visited some counties and cities in Guangdong Province, where I saw a scene of 
prosperity. "Naturally, people can find many shortcomings in our work in the 
Shenzhen and Zhuhai special zones. But don't forget that the two places were 
just an out-of-the way small town and a poor fishing village a few years ago. 
Now they have been built into relatively modern cities and they have imported 
a lot of advanced technologies and management expertise...." 


Ye Xuanping entered the room quickly. Ren Zhongyi said to him: "You should 
have spoken first." Ye said: "I was just leaving for the meeting when I was 
intercepted by reports. I could not get away."' He looked so helpless that 
everybody laughed. 


Ren Zhongyi went on to say: Some problems have emerged in the course of our 
reform. This is just like extracting the teeth of a child. It will hurt for 
a few days but there is nothing serious. When new teeth grow, the child will 
grow well. Pointing at himself, he said: "Unlike me, a new tooth will not 
grow after the old one is extracted."' A deputy consoled him by saying: "Never 
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mind, you can still insert an artificial tooth." Ren Zhongyi added: "In short, 
the problems are the secondary and not the principal aspects. Do not regard 
the beginning as excessive." 


In his speech, Xu Shijie, secretary of the Guangzhou City CPC Committee, used 
figures to illustrate his points: On average, every 100 households in Guangzhou 
have 144 sofas, 105 big wardrobes, 340 watches, 345 bicycles, and 110 television 
sets, 35 of which are colored ones. These show that the people's living standards 
have improved and that the consumption pattern has changed. A deputy added that 
the Guangzhou people are also rushing to purchase pianos and an "intense popular 
interest in study" has emerged among the young. 


Governor Ye Xuanping speaks Mandarin with a slight Cantonese accent. He used 
Guangdong's achievements in economic construction over the past 5 years to 
corroborate Premier Zhao's appraisal of the country's achievements in the 

Sixth 5-Year Plan period. Over the past 5 years, Guangdong's gross social 
output value and gross value of industrial and agricultural production have 
increased at an annual rate of over 63 percent /as published/, sugar output 

by 100 percent, fruit by 270 percent, beer by 400 percent, and aquatic products 
by 70 percent. The export volume reached $2.9 billion in 1985.... 


Some deputies interrupted him by saying that vegetables and fish are much 
cheaper in Guangzhou than in Beijing. A deputy bantered: '"In Guangzhou nobody 
wants dead fish but we always have dead fish in Beijing."’ Another corrected 
his remark by saying: "The guesthouse manager can prove that the fish we had 
at lunch today was fresh."' An extremely lively atmosphere prevailed at the 
meeting place and there was no end of laughter. 


Ye Xuanping had not finished speaking when it was time to adjourn the meeting. 
Zhong Ming asked him to talk again another day. 


Before the meeting ended, Ye Xuanping told the other deputies that he would 
attend a meeting the following day to discuss the question of moving up the 
summer work schedule by 1 hour in order to conserve energy. The deputies con- 
sidered this feasible. However, they deemed it necessary to take into account 
the question of taking concerted action with Hong Kong and Macao, 


/12228 
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ECONOMIC PLANNING 


XINJIANG DEPUTY CPC SECRETARY VIEWS SEVENTH 5~YEAR PLAN 
HK271137 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 19 Mar 86 


[Excerpts] At the enlarged Seventh Plenary Session of the Third Regional 
CPC Committee, Tomur Dawamat, deputy secretary of the regional CPC 
Committee, explained the draft proposals on the Seventh 5-Year Plan for 
national economic and social development in the region. 


Tomur Dayamat said that the draft proposals were formulated by the regional 
CPC Committee and people's government under the concern of the CPC Central 
Committee and State Council and with the help of relevant units, after 
repeated investigations, deliberations, consultations, and discussions 

over the past 2 years. 


He gave a briefing on the main contents of the proposals and the basic 
tasks during the Seventh 5-Year Plan. 


Tomur Dawamat said that to provide a good economic environment for the 
overall reform of the economic structure and to ensure the smooth progress 
of reforms in all fields, the proposals suggest that the average growth 
rate of the region's industrial and agricultural production during the 
Seventh 5-Year Plan should reach 8.6 percent. This rate is higher than 
the national average planned for the Seventh 5-Year Plan, but lower than 
the region's average of 11.4 percent during the Sixth 5-Year Plan. This 
growtn rate dovetails the general target to increase the region's total 
industrial and agricultural output value at the end of this century by 

460 percent, and corresponds with the principle of leaving some room while 
vigorously developing the economy. This growth rate can avoid the tendency 
of placing undue stress on a high growth rate, can maintain a fairly high 
growth rate under the premise of raising economic efficiency, and can 
avoid a sharp increase or decrease in economic development. The proposals 
suggest that the focus of the national economic and social development for 
the region during the Seventh 5-Year Plan be water conservancy, communi- 
cations, energy, construction materials, and education. In accordance 
with the region's reality, the proposals focus local economic development 
during the Seventh 5-Year Plan on northern Xinjiang, in particular Hami, 
Urumqi, and Karamay. We must treat this as a foundation and gradually 
promote economic development in southern and western Xinjiang. 
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In conclusion, Tomur Dawamat said that the tasks during the Seventh 

5-Year Plan will be glorious and arduous. Properly carrying out all work 

in the 5 years is of great importance to economic invigoration and a boom 
in the region. We must persistently implement the party's line, principles, 
and policies, unite with people of various nationalities, work with one 
hearc and one mind, go all out to make Xinjiang strong, and fight for 
fulfillment of the Seventh 5-Year Plan. 


/12858 
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ECONOMIC PLANNING 


HAINAN'S MENG QINGPING INTERVIEWED ON DEVELOPMENT PLANS 
HK290354 Beijing ZHONGGUO XINWEN SHE in Chinese 1346 GMT 24 Mar 86 


[Report by ZHONGGUO XINWEN SHE reporters Chen Liyu [7115 4539 1342] and 
Dai Yaping [2071 0068 1627]: "Hainan is Promising--An Interview With 
NPC Deputy Meng Qingping"] 


[Text] Beijing, 24 Mar (ZHONGGUO XINWEN SHE)--After the case of reselling 
cars on Hainan Island happened, Lei Yu was dismissed from his post, and 
Meng Qingping succeeded him as the main responsible person of the government 
of the administrative region. He has also become an NPC deputy through 

a by-election. What is Hainan planning for its future development? What 
will it do during the period of the Seventh 5-Year Plan? Today, our 
reporters went to the place where the NPC deputies from Guangdong are 
living, which is located in the western suburbs of Beijing. They inter- 
viewed this new manager of Hainan. Meng Qingping, age 49, is from Heishan 
in Liaoning Province. He was transferred to work in Hainan's iron mine 

in 1961. He has worked as a miner, teacher, technician, engineer, deputy 
director, and director of the iron mine. Three years ago, he was trans- 
ferred from Hainan's iron mine to work in the gove:nment of the Hainan 
administrative region, and his vosition was second only to Lei Yu. He 

is about 180 centimeters tall, and has a straightforward disposition as 
other northerners have. Although he left his native place many years ago, 
his accent has still not changed. With a heavy Liaoning accent, he started 
to talk: Hainan is located in the subtropical zone and is rich in natural 
resources. However, since Hainan is an isolated and uninformed island, we 
can give fullest play to its superiority only by opening it up to the 
outside world. Not long ago, Hainan suffered setbacks because of the cause 
of reselling cars and we have taken a warning from this incident. We have 
conscientiously summed up experience and drawn a lesson. In the future, 

we will carry out our development and construction in a more stable and 
proper way. 


He added: During the period of the Seventh 5-Year Plan, or even longer, 
the guiding principle governing the construction of our island will be: 
"having our feet firmly planted on the island, tapping its potentials, 
stressing practical results, and gradually developing economic mechanisms 
with Hainan characteristics." 
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[Reporter] "What are Hainan's struggle objectives in the coming 5 years?" 


[Meng] “According to our initial plan, during the Seventh 5-Year Plan, the 
average annual growth rate of the gross industrial and agricultural output 
value of the whole region will be 9.6 percent, which is slightly higher 
than the whole country and the whole province. With this growth rate, by 
1990 our gross industrial and agricultural output value wiil be increased 
to 5.8 billion yuan from last year's 3.665 billion yuan, an increase of 

200 percent over 1980. The gross agricultural output value will be 

3 billion yuan, whereas gross industrial output value will be 2.8 billion 
yuan. This means that the previous situation ‘gross agricultural output 
value is higher than gross industrial output value’ will be basically 
changed. We are striving to divide the gross industrial and agricultural 
output value into halves so that our economic set-ups will increasingly 
become rational. By 1990 the whole island will earn $500 million in foreign 
exchange from tourism, so that tourism will become a main source of our 
national income and foreign exchange revenues." 


[Reporter] "How will Hainan ensure the completion of the Seventh 5-Year 
Plan?" 


[Meng] "First of all, we should concentrate our efforts on carrying out 

a number of key energy, transportation, comaunications, and tourism 
projects, fully ensuring high efficiency and quality. By 1990, we should 
strive to complete a natural gas power plant and the Haikou thermal power 
plant, generating 100,000 kilowatts and 200,000 kilowatts respectively. 

At present, we are discussing the possibility of carrying out projects 

to build the Daguangba hydropower station, with a total installed capacity 
of 250,000 kilowatts, and power transmission and transformation networks 
with a 220,000-volt capacity during the Seventh 5-Year Plan. As far as 
transportation is concerned, during the Seventh 5-Year Plan, we intend to 
build Fenghuang airport at Sanya, continue to complete the Haikou inter- 
national airport extension project, establish the Hainan airline company, 
build a number of medium and small-sized ports, rebuild the main highway 
in the east, and install optical fiber for communications in the eastern 
part of the island. As far as basic industry is concerned, we are planning 
to build an iron and steel complex which can annually produce 250,000 tons 
of iron. We will also build a cement plant with a production capacity 

of 600,000 tons, and three sugar plants. Each of these sugar plants will 
be able to press 1,000 tons of sugar cane daily. 7 


The deepest impression which Hainan's new manager left with the reporters 
is that he has a surprisingly good memory. It seems as if a computer has 
been installed in his brain. He knows very well the acreage under rubber 
and its output, annual coconut and sugar cane output, the mineral reserves 
and output, and so on. He even knows the figures after the decimal points. 


In conclusion, Meng Qingping said: "In February this year, central leading 
persons Zho Ziyang, Hu Qili, Tian Jiyun, and others carried out an 

inspection on Hainan and helped us solve a series of problems which we faced, 
including guiding thought, development strategy, specific methods, and so 
on, so that leaders at all levels on Hainan would be clear about their future 


direction, enhance their confidence, and see the future." His final 
conclusion is: "Hainan is promising!" 
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ECONOMIC PLANNING 


XINJIANG'S SONG HANLIANG AT NPC GROUP DISCUSSION 
OWO10815 Beijing XINHUA Domestic Service in Chinese 1323 GMT 30 Mar 86 
[By reporter (Ha-di-er ma-mu-ti) and correspondent He Ruilan] 


[Excerpts] Beijing, 30 Mar (XINHUA)--Song Hanliang, NPC deputy and 
secretary of the Xinjiang Uygur Autonomous Regional CPC Committee, said at 
a group discussion on Premier Zhao Ziyang's report on the draft Seventh 
5-Year Plan: The goal of the Seventh 5-Year Plan set forth in the report 
is magnificent, and the measures and steps to achieve it are positive, 
proper, and feasible, We are fully confident and have great hopes in the 
bright future of our motherland. 


He said: The tasks of the autonomous region during the Seventh 5-Year 

Plan will be arduous. It is necessary to strive to triple the autonomous 
region's total industrial and agricultural output value by 1990 and to 
build Xinjiang into an important base for our country's four modernizations. 
To achieve this goal, we must unswervingly carry out reform in depth, 
further straighten our economic relations in various fields, and fully 
arouse the enthusiasm and creativity of all enterprises and workers. 


Song Hanliang said: In the spirit of consolidation, digesting, supplementing, 
and improvement, we should make further efforts to effectively solve 

salient problems in reform. In this regard, we are prepared to start 

with Urumqi City, grasp the central link of invigorating big and medium-sized 
enterprises, and promote reform of the economic structure in order to 

create conditions for comprehensive reform in the autonomous region. 

We firmly believe that we will be able to achieve our goal and that our 
future will be very bright provided we unswervingly implement the party 
Central Committee's line, principles, and policies and resolutely act 
according to the principles for construction laid down by Premier Zhao 

in his report. 


/12858 
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AGGREGATE ECONOMIC DATA 


SICHUAN'S 1985 ECONOMIC, SOCIAL STATISTICS 
HK15C001 Chengdu SICHUAN RIBAO in Chinese 8 Mar 86 p 2 


["Statistical Bulletin by Sichan Provincial Statistical Bureau on Fulfillment 
of Sichuan Province's 1985 Economic and Social Development Plan, Issued 
4 March 1986"} 


[Text] In 1985, under the leadership of the CPC Central Committee, the 

State Council, the provincial CPC Committee and the provincial 

people's government, the people of all nationalities in our province 
resolutely carried out the decision of the CPC Central Committee on the 
reform of the economic structure, the scientific and technological structure, 
and the education structure. The whole province further implemented the policy 
of invigorating the domestic economy and opening up to the outside world, 
strengthened macroscopic control, brought into play the coordinating role 

of economic levers, pushed forward the vigorous development of production 

and construction and basically coordinated the main proportional relations 

in the national economy so that both the urban and rural markets are brisk and 
prosperous, the intellectual development and the personnel training have 
been accelerated, people's living standards have been further improved, 

the Sixth 5-Year Plan has been overfulfilled, the party style and the general 
mood of the society have been further improved and great achievements 

have been made in the building of the socialist material civilization and the 
socialist spiritual civilization. According to preliminary statistics 
calculated on 1985 prices, the total provincial production output value 

in the year 1985 was 55.7 billion yuan, an increase of 11.3 percent over 

that of the previous year. (Footnote 1) (The total domestic output value 
refers to the value of products and labor service used by society and 
supplied by material productive departments and non-material productive 
departments, not including the value of products and labor service consumed 
by intermediate units.) The province's total social production output 

value in the year 1985 was 102.3 billion yuan, an increase of 14.3 percent 
over that of the previous year. (Footnote 2) (The total social output 

value is the sum of the total output value of agriculture, industry, the 
building industry, communications and transportation, and commerce 

(including the supply and marketing of materials and equipment and the 
catering trade). National income is the sum of the net output value of the 
above-mentioned five material producing departments. The gross domestic 
product, total product of society and national income listed in this paper 
were calculated according to that year's prices. Except where indicated 
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that the calculation was based on that year's prices, the total industrial 
and agricultural output value; the total product of society and the total 
agricultural output value were all calculated according to the constant 
prices of 1980 and their increase rates were all calculated according to the 
comparable prices.) The province's national income in the year 1985 was 
47.6 billion yuan, an increase of 11.7 percent over that of the previous year. 
In the year 1985, the total industrial and agricultural output value of 
Sichuan Province was 75.959 billion yuan, an increase of 13.2 percent over 
that of the previous year; the investment in the fixed assets of the 
enterprises owned by the whole people was 9.31 billion yuan, an increase of 
58.2 percent over that of the previous year; the total turnover of social 
commodities was 27.43 billion yuan, an increase of 21.7 percent over that 

of the previous year. 


I. Agriculture 


In the year 1985, the vast rural areas of our province implemented the 

CPC Central Committee's Document No. 1, carried out the second-phase reform, 
made great progress in dismantling the system of unified purchase and unified 
distribution of farm products, implementing the system of contracted purchase, 
readjusting the production structure and some other aspects, and pushed 
forward with the development of the commodity economy. The province stil] 
reaped a good harvest in the year 1985, although it suffered comparatively 
serious national disasters. The rural economy became more prosperous and 

the income of the peasants greatly increased. In i985, calculating by the 
prices of the same year, Sichuan's total social production output value in 
the rural areas was 44,877,000,000 yuan, an increase of 12.0 percent over 
that of the previous year. (Footnote 3) (The total rural social output value 
includes the gross output value of agriculture and the gross output value 
registered by collective and individually run rural industries, the building 
industry, transportation service, post and telecommunications service and 
commerce. The province's total agricultural output value was 30,539,000,000 
yuan (based on 1985 prices, the province's total agricultural output value 
was 35,253,000,000 yuan), an increase of 9.0 percent over that of the previous 
year. This increase rate exceeded the increase rate of a percent required 

by the plan. If the industrial output value of the enterprises at or below 
village level is excluded, Sichuan's total agricultural output value for 1985 
was 26,592,000,000 yuan, an increase of 3.2 percent over that of the previous 
year. The readjustment of the rural production structure achieved obvious 
results: The output value of the rural industry, construction industry, 
commerce and transportation accounted for 26.7 percent in the total social 
production output value in the rural areas in 1984. In 1985, the percentage 
increased to 32.5 percent. New changes also took place in the internal 
structure of agriculture and the proportion of the output value of forestry, 
animal husbandry, sideline production and fishery in the total agricultural 
output value was 44.9 percent, compared with 39.7 percent in the previous 
year. The proportion of the output value of the economic crops and other 
crops in the total output value of the crop cultivation industry increased 

to 31.5 percent from 27.3 percent in the previous year, but the proportion 

of the output value of grain crops in the total output value of the crop 
cultivation industry decreased. 








In 1985, owing to a reduction of more than 6 million mu in cultivated land 
and the damage caused by natural disasters, the total grain output was 
38,307,000 tons, a reduction of 2.49 million tons as compared with that of 
the year 1984. However, the year 1985 yielded the fourth best harvest in 
the history of our province. Except for the drop in cotton output due to 
the planned reduction of the cotton growing area, the year 1985 saw a big 
increase in ail the main economic crops. 


The output of the major farm products was as f~ "iows: 





percentage 
difference 
compared 
Item 1985 with 1984 
Grain 38,307,000 tons - 6.1 
of which: paddy 19,261,000 tons - 5.3 
wheat 6,255,000 tons -11.0 
Cotton 113,000 tons -28.3 
Oil crops 1,512,000 tons 28.1 
of which: peanut 273,000 tons 12.0 
rapeseed 1,228,000 tons 32.9 
Sugar crop 2,654,000 tons 17.4 
of which: suga~cane 2,642,000 tons 17.6 
Jute and bluish dogbane 295,000 tons 84.9 
Cured tobacco 59,000 tons 50.0 
Coccon 107,000 tons 203 
Tea 52,000 tons 7.1 
Fruit 817,000 tons 14,2 


In 1985, the province had 9,726,000 mu of afforested area, a decrease of 
4.1 percent as compared with that in the year 1984, but new progress was 
made in planting trees in the rural areas and on barren hills and barren 
slopes. 


Animal husbandry showed continued growth in 1985, because our province 
readjusted the buying and selling prices of live pigs, so the peasants became 
more enthusiastic about raising pigs, the pork output increased greatly, 

and pig-raising also increased steadily. In the meantime, at year end, 

the number of large animals increased, but the number of sheep decreased. 








The output of the major livestock products and the number of the major 


livestock are listed as follows: 


Item 
Output of pork, beef and mutton 
Pork 
Beef 
Mut ton 
Milk 
Wool 
Pigs slaughtered 
Pigs in stock at year end 


Sheep at year end 


Large livestock at year end 
of which: Cattle 


Fishery production also developed greatly. 


1985 
2,831,000 
2,758,000 

41,000 
32,000 
219,000 
2,000 
44,691,000 
59,163,000 
8,769,000 


9,868,000 
9,396,000 





percentage 

difference compared 

with 1984 
tons 17.3 
tons 17.9 
tons -1.9 
tons 1.9 
tons 10.3 
tons 2.4 
head 15.4 
head 4.4 
head -6.5 
head 1.5 
head 1.2 


In 1985 output of aquatic 


products reached 129,000 tons, an increase of 24.0 percent over the 


previous year. 


The town and township enterprises took new steps forward in 1985. 


Although 


they lacked funds and raw materials, town and township enterprises in our 
province conscientiously carried out the provincial CPC Committee's instruction 
on "seeking flexibility despite the short supply, improving quality despite 
reduced cutput, working in cooperation and tiding over difficulties." 

So the production of the town and township enterprises developed relatively 
fast in 1985. The total output value of town and township enterprises 

in 1985 was 14,416,000,000 yuan, an increase of 62.4 percent over that 

of the previous year. The development of our province's town and township 
enterprises has been playing an important role in using the natural 

resources of our province, invigorating the rural economy, increasing the 
income of the peasants and developing industrial and agricultural production. 


The number of farm machines, power consumption in the rural areas and the 


consumption of chemical fertilizer all increased. 


By the end of 1985, 


the total power of the farm machinery in the rural areas of our province 
reached 12.51 million horsepower, 7.7 percent increase over the previous year; 
there were altogether 134,000 walking tractors and small tractors in the 
rural areas of our province, 7.2 percent increase over the 1984 figure; 
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there were 16,000 trucks in the rural areas, an increase of 45.7 percent 

over 1984; the total irrigation and drainage power in the rural areas was 
3,388,000 horsepower, a reduction of 5.3 percent as compared with 1984; 

the consumption of chemical fertilizer in provincial rural areas in 1985 was 
1,347,000 tons (according to the net consumption of chemical fertilizer), 

an increase of 3.4 percent compared with the previous year; power consumption 
in the rural areas in 1985 was 2.49 billion kilowatt-hours, an increase of 
18.0 percent over that in 1984, 


In 1985, our meteorological department continued to render a good service 
to agricultural production by increasing the accuracy of weather reports it 
issued. 


Since its agricultural foundation is still relatively weak, our province was 
not strong enough to resist natural disasters and agricultural production 
could not develop in a balanced way in 1985. In some areas, crops were 
cultivated extensively. But some areas did not even pay enough attention 

to grain production. 


II. Industry 


In 1985, in our province's industry, we further implemented the system of 
replacing the delivery of profit with payment of taxes, simplified 
administration and delegated powers, so that the enterprises were further 
invigorated, technological progress was achieved, and horizontal economic 
cooperation was developed. We also established and popularized all kinds 

of economic responsibility systems and factory director responsibility 
Systems and some other policy measures so that both heavy and light industry 
could continue to develop, energy production could develop steadily, and 

the economic results of our province's industry were increased. 


In 1985, the annual total industrial output value of our province was 

45.42 billion yuan (based on that year's prices the figures should be 

49.2 billion yuan), which was 107.6 percent of the annual plan and an increase 
of 16.2 percent over that in 1984 (if the total industrial output value 

at or below village level was included, the figure should be 49.37 billion 
yuan, an increase of 19.4 percent over that in 1984). In the total industrial 
output value, the output value of enterprises owned by the whole people 
increased by 12.7 percent, the industrial output value of collective 
enterprises increased by 28.2 percent and the output value of individual 
industrial enterprises increased by 120 percent. At one point at the 
beginning of the year 1984, the industrial production grew a bit too fast, 

but after macroscopic control and coordination were exercised, the situation 
returned to normal at the beginning of the third quarter of the year. 


The examination of the main industrial products of our province showed that 
the output of 68 products, including steel, coal, natural gas, electricity, 
cement, chemical fertilizer, internal-combustion engines, electric fans, 
textile products, hard liquor and so on, outstripped the planned output. 
These products accounted for 74.7 percent of the products examined by the 











provincial authorities. The output of 73 products, which accounted for 77.7 
percent of the examined products, incresaed over that of the year 1984. 

Most of the products whose output did not meet the planned output were those 
whose supply exceeded the demand. 


Light industry in our province showed toninued growth in the year 1985. 

The total output value of our province's light industry was 21.11 billion 
yuan, an increase of 13.2 percent over that in 1984, among which the output 
value of the food industry increased by 6.3 percent and that of the textile 
industry increased by 13.9 percent. The output of household refrigerators, 
washing machines, cassette recorders, electric fans, televisions, and some 
other high-class and middle-class consumer goods also showed a big increase 
in 1985. The output of wince, canned food, cigarettes, machine-made paper 
and other products whose raw materials were farm products also increased 
rapidly. There was a great variety of light industrial products. 


The output of the main light industrial products was as follows: 





Percentage 
Difference 
Compared 
item 1985 Output With 1984 
Yarn 142,900 tons 15./ 
Cloth 757,000,000 meters 10.2 
Wool Fabric 2,872,700 meters 3.6 
Textiles 65,610,000 meters 14.7 
Tanned Leather 4,168,700 pieces 6.5 
(Cattlehide) 
Machine-made Paper 641,300 tons 17.3 
or Paperboard 
Sugar 193,300 tons 12.3 
Wine 857,600 tons 19.8 
Of Which Spirits 118,500 tons 120.0 
Cigarettes 1,083,900 boxes 27.5 
Salt 1,557,500 tons 4.5 
Chemical Medicine 3,911 tons 3.7 
Light Motorcycles 484,600 63.9 
Bicycles 706,700 11.3 
Sewing Machines 42,700 “11.3 
Wristwatches 1,662,300 22.2 
Television Sets 757,800 42.9 
Of Which Color Sets 247,000 330.0 
Cassette Recorders 272,500 110.0 
Cameras 50,700 23.0 
Household Washing Machines 650,100 39.3 
Household Refrigerators 91,000 550.0 
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The heavy industrial production 
In 1985, the total output value 
24.31 billion yuan, an increase 
value of metallurgical industry 
compared with those in 1984. 


that in 1984, 


The output of main heavy industria 


Item 

Raw Coal 

Natural Gas 

Electricity 

of which: Hydroelectric power 

Pig Iron 
Steel 
Steel Products 
Timber 
Cement 
Sulphuric acid 
Soda Ash 


Caustic Soda 
Chemical Fertilizer 


(net output) 


Of Which: Nitrogenous Fertilizer 


Farm Chemicals 


1 products was 


1985 
55.58 
5, 636,000,000 


22,142,000,000 
10,945,000, 000 
3,184,600 
3,926,900 
2,868,300 
4,223,800 
10,192,200 
547,800 
146,100 
160,400 
1,351,500 


1,163,700 
5,157 


Power Generating Equipment 


(over 500 kilowatts) 
Machine tools 
Vehicles 
Internal Combustion 
Engines 
(expressed in commodity terms) 


Thanks to the joint efforts of the army and the people of our province, 
our defence industry enterprises developed relatively fast. 


output value of civilian products in 1985 increased by 80 percent over 

that in 1984 and the proportion of the output value of civilian products 
in the total output value of our province's defence industry enterprises 
increased from 30 percent in 1984 to 44.3 percent in 1985. 


1,200,400 
10,109 
13,741 


3,911,900 


as follows: 


also developed relatively quickly in 1985. 
of heavy industry in our province was 
of 18.9 percent, among which the output 
increased by 10.8 percent, that of machinery 
industry by 27.3 percent and that of building industry by 25.5 percent as 
The primary energy output (in terms of 
standard coal) was 51.35 million tons, an increase of 10.2 percent over 





Percentage 
Difference 
As Compared 
With 1984 
million tons 11.9 
cubic meters 0.8 
kilowatt-hours 10.8 
kilowatt-hours 11.6 
tons 0.6 
tons 1.8 
tons Del 
cubic meters -7.6 
tons 20.0 
tons -17.7 
tons 6.4 
tons 6.3 
tons -6.5 
tons -l.1 
tons -26.6 
kilowatts 0.7 
sets 15.3 
210.0 
horsepower afaa 


The total 








In 1985, our province's industrial economic results also increased. The 
total per-capita labor productivity of the enterprises owned by the whole 
people was 11,858 yuan, an increase of 9.9 percent over that in 1984. The 
rate of the improvement of the quality of main industrial products 

reached 89 percent with 371 products winning the title of good-quality 
product. The sales income from products of the local state industrial 
enterprises covered by the budget increased by 17.6 percent over that in 
1984, Their realized interest and tax increased by 18.4 percent, surpassing 
the 12.2 percent increase rate of total industrial output value of 
comparable enterprises. The coal consumed per 10,000 yuan of the total 
output value of major industries was reduced from 22.98 tons in 1984 to 
20.85 tons in 1985. Great progress was made in saving energy. 


At present, because the enterprises lack sufficient power supply and vitality 
and some of their products lack competitiveness, the prices of raw materials 
are high, enterprises have difficulties in digesting the raw materials, 

and the cost of products have increased, the normal production in the 
enterprises is in difficulties. 


Ill. Investment in Fixed Assets, and the Construction Industry 


In 1985, our province laid stress on major construction projects and the 
renewal and transformation of enterprises and further reformed the 
construction industry and the administrative structure of capital 
construction. The enterprises owned by the whole people in our province 
altogether invested 9.31 billion yuan in fixed assets, an increase of 
3.43 billion yuan. Compared with that in 1984, the investment in fixed 
assets increased by 58.2 percent. 


In the investment in the fixed assets of the enterprises owned by the whole 
people, the investment in capital construction was 5.04 billion yuan, an 
increase of 1.86 billion yuan or 58.6 percent compared with that in 1984. 

If the investment of 1.23 billion yuan, which was not included in the plan, 
was excluded from the total amount of investment, then in 1985, our province 
fulfilled 96.0 percent of the annual investment plan. Our province also 
fulfilled 1.78 billion yuan of investment, which was stipulated in the state 
budget. The figure showed an increase of 17.8 percent as compared with 

that in 1984. 


In 1985, our province also increased its investment in major construction 
projects and investment in the construction of scientific and research 
projects, cultural and educational projects as well as urban construction 
projects. In the investment in capital construction, the investment in 
energy construction was 760 million yuan, up 12.2 percent over the previous 
year 1984; investment in transport and telecommunications was 510 million 
yuan, up 23.7 percent from 1984; investment in scientific and research 
projects and cultural and educational projects as well as health projects 
was 480 million yuan, an increase of 62.2 percent; investment in urban 
construction was 440 million yuan, up 230 percent from 1984. Our province 
invested altogether 1.28 billion yuan in 53 big and medium-sized construction 
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projects required by the state plan and the investment basically met the 
requirements of the state plan. The extension of Chongqing special steel 
plant, Dukou and Hemenkou power plant, Chengdu telecommunication and cable 
plant, Sichuan chemical plant, the construction of the Chengdu-Chongqing 
electric railroad and the construction of Sichuan oil gas field and so 

on have already been completed according to the state requirements 

and have gone into operation. 


The main new productive capacities which were increased as a result of 

the increase in the investment in capital construction in 1985 were: 
480,000 tons of coal, 80,000 kilowatts of installed capacity of power 
generation units, 400 million cubic meters of natural gas, 248,000 tons 

of cement, 32,000 spindles of cotton, 271 kilometers of electric railroad, 
920 kilometers of highway, 57.25 million cubic meters of reservoir storage 
and 268,000 places in schools. 


The year 1985 saw a continued strengthening of the renewal and transformation 
of the present enterprises. The investment in the renewal and transformation 
of the enterprises owned by the whole people was 3.12 billion yuan, an 
increase of 1.22 billion yuan or 63.7 percent over that in 1984, of which 

the investment aimed at increasing the variety of products and improving 

the functions and quality of products increased by 107.7 percent. The 
investment aimed at comprehensively treating the three wastes and saving 
energy increased by 55 percent. In 1985, 3,683 projects whose renewal 

and transformation had been completed went into operation. This played 

an important role in bringing about technological progress in our enterprises. 


Reform in the construction field continued to be carried out. In 1985, 

among nearly 10,000 projects built by the construction and installation 
enterprises owned by the whole people, 70 percent were built under the 
responsibility system under which specific blocks of buildings were contracted 
by inviting bidders and some other types of responsibility systems. The 
nubmer of construction and installation enterprises which implemented 

the system under which contracts were signed to fix the amount of wages 

for every 100 yuan's worth of finished work, increased from one-third of 

the total number of construction and installation enterprises in 1984 to 
two-thirds of the total number of such enterprises in 1985. The reform 
pushed forward with the development of the construction industry. So last 
year, the output value of the construction industry owned by the whole 

people throughout the province increased by 28.6 percent and the productivity 
per worker (calculated on the basis of the total output value of our 
province) increased by 29.8 percent. 


However, in 1985, the scope of the investment in extra-budgetary capital 
construction was a bit too large, there were too many new projects, and 
there was a considerable drop in the returns from investment. 


IV. Traffic, Posts and Telecommunications 


In 1985, the provincial Traffic and Transport Department strengthened the 
organization and administration of transport work by carrying out reforms 
so that the volume of goods transported and the volume of passengers 
transported increased considerably. 
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The volume of goods transported by various means of transport in 1985 was 
36.945 billion ton-kilometers, an increase of 9.8 percent compared with that 
in 1984. Of this total, the volume of goods transported by rail was 26.584 
billion ton-kilometers, an increase of 11.5 percent; the volume of goods 
transported by highway was 3.562 billion ton-kilometers, an increase of 

1.4 percent; the volume of goods transported by water was 6.782 billion 
ton-kilometers, an increase of 8.4 percent; and goods transported by 

air totaled 17 million ton-kilometers, a decrease of 4.4 percent, but the 
transportation of important goods was guaranteed. 


The volume of passengers carried by various means of transport was 27.504 
billion passenger-kilometers, an increase of 25.9 percent. The volume of 
passengers transported by rail was 10.554 billion passenger-kilometers, 

an increase of 22.5 percent; the volume of passengers transported by 

highway was 14.454 billion passenger-kilometers, an increase of 22.6 percent; 
the volume of passengers transported by water was 1.832 billion passenger- 
kilometers, an increase of 18 percent; the volume of passengers transported 
by air was 664 million passenger-kilometers, an increase of 20.9 percent. 


The water transport department continued to attach great importance to 
transporting goods out of Sichuan and achieved marked successes in direct 
transportation by both the main streams and the tributaries, combined 
transportation by river and the sea, contracted transportation and so on. 
In the year 1985, the volume of goods transported out of Sichuan solely 
by the local water transport departments was 1,385,000 tons, an increase 
of 16.0 percent over that in 1984. 


In 1985, Our province's posts and telecommunications continued to develop. 
The total business volume was 151 million yuan, an increase of 12.9 percent 
over that in 1984. The business volume of letters increased by 13.3 percent; 
the business volume of telegrams increased by 26.6 percent; and the business 
volume of long-distance calls increased by 15.6 percent. At the end of 1985, 
the number of telephones in the cities and the rural areas continued to 
increase. The construction of postal and telecommunications facilities in 
our province in 1985 still could not meet the demands of economic development 
and the increase in information volume. 


V. Commerce, Prices, and the Supply and Marketing of Goods and Materials 


Along with the reform of the circulation channels and the increase of the 
people's purchasing power, an open circulation structure with various 
channels, various economic forms, and fewer links was being formed, and the 
urban and rural markets were becoming more prosperous in 1985. 


In 1985, the total volume of retail sales of social commodities was 
27.43 billion yuan, an increase of 4,884,000,000 yuan or 21.7 percent 
over that of 1984. If the price rise factor was deducted, the actual increase 
in the total volume of retail sales was 13.9 percent. Of this number, 

the total volume of retail sales of consumer goods was 24,167,000,000 yuan, 
an increase of 4,705,000,000 yuan or 24.2 percent over that in 1984; 


28 








The total volume of retail sales of agricultural production means was 
3,263,000,000 yuan, an increase of 179 million yuan or 5.8 percent over 

that of 1984. Compared with that of the year 1984, the volume of the 

social sales of the main consumer goods increased tremendously, for example, 
the volume of the social sales of edible vegetable oil in 1985 increased 

by 3.9 percent; that of pork increased by 8.1 percent; that of grain and 
woolen goods increased by 10 to 20 percent; that of silks and satins, 
televisions and cameras increased by 20 to 40 percent; and the volume 

of the social sales of electric fans, cassette recorders, washing machines 
and refrigerators increased by over 40 percent. 


The turnover of commodities in various economic forms showed an increase 

in 1985. The individual economy developed rapidly. The 1985 turnover 

of commodities produced by the enterprises under the system of ownership 

by the whole people increased by 8.1 percent over that of 1984; the turnover 
of commodities produced by collective economy increased by 18.7 percent, 

of which the turnover of the commodities of the supply and marketing 
cooperatives increased by 9.7 percent over that of 1984; the turnover 

of the commodities produced by individual economy increased by 77.4 percent. 
The country fair trade further expanded with its business volume reaching 
5,881,000,000 yuan, an increase of 26.3 percent over that of 1984. The 

1985 business volume of the country fair trade was equivalent to 23.3 percent 
of the turnover of social commodities. 


In 1985, in order to ensure good supplies on the market, the commercial 
department of our province actively organized various commodity sources. 

The commerce under the system of ownership by the whole people and the 
commerce of supply and marketing cooperatives bought altogether 20,686,000,000 
yuan of commodities, an increase of 2,216,000,000 yuan or 12 percent over 

that in 1984. However, because of changes in the circulation channel of 

farm and sideline products in the year 1985, the commerce under the system 

of ownership by the whole people and the supply and marketing cooperatives 
bought only 7,986,000,000 yuan of farm and sideline products, a reduction 

of 48 million yuan or 0.6 percent when compared with that in 1984. Altogether 
they bought 12,569,000,000 yuan of industrial products, an increase of 
2,235,000,000 yuan or 21.6 percent over that in 1984, 


The year 1985 also saw a further reform of the province's commercial 
structure. Some 1,148 state retail enterprises were turned into enterprises 
owned by the state but operated by the collectives, an increase of 164 such 
enterprises as compared with the figure in 1984. In the meantime, a few 
enterprises were turned into enterprises owned by the collectives or were 
rented to individuals. Through the reform, the economic results of 
commercial enterprises were increased, the turnover period of the circulation 
funds of the provincial commercial department and its affiliated departments 
was reduced from 126 days in 1984 to 124 days in 1985, and profit from the 
sale of commodities calculated on 1 100-yuan basis increased by 46 percent 
over that of 1984. 
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Market prices generally went up in the year 1985. The retail price index 
increased by 6.8 percent over that in 1984, of which, the retail price index 
in urban areas increased by 9.6 percent and the retail price index in the 
rural areas increased by 4.9 percent, the total index of the buying price 

of farm and sideline products rose 6.7 percent: the cost of living index 
for workers went up by 9.5 percent, of which the index of the retail price 
of daily consumer goods went up by 9.6 percent and the index of the price 

of service items went up by 8.8 percent. 


In 1985, the number of steel products sold by the goods and material supply 
and marketing department increased by 10.6 percent over that of 1984: 

the amount of cement sold increased by 2.4 percent; that of timber sold 
decreased by 2.9 percent; and because the goods and material supply and 
marketing department operated through various channels, the amount of coal 
sold by that department decreased by 10.6 percent. The circulation expenses 
of the goods and materials department decreased by 28.2 percent as compared 
with that in 1984; the turnover speed of circulating funds increased and 

the turnover period of circulating funds was reduced from 64 days in 

1984 to 54 days in 1985. 


In 1985, the main channel of the state commerce was not brought into 

full play. This situation could be seen in the rise in the price of 
vegetables, eggs, fruits, aquatic products and some other non-staple foods 
and the short supply of steel products and petroleum. 


IV. Economic Cooperation, Foreign Trade and Tourism 


The year 1985 saw new progress in economic and technological cooperation. 

In 1985, our province established economic, technological, and trade 
relations with 28 provinces, cities, and autonomous regions of our country. 
The various areas, departments and enterprises of our province carried out 
multi-channel, multi-level, and multi-form combinations and cooperation among 
themselves. Our province signed a total of 2,500 cooperation contracts, 

an increased of 1,281 such contracts of 89.5 percent over that in 1984, 
Among the contracts signed in 1985, economic cooperation projects increased 
by 1ll.1 percent, while technological cooperation projects increased by 
76.8 percent. These increases greatly boosted the development of industrial 
and agricultural production and the various social undertakings of our 
province. 


The total foreign trade value increased greatly in 1985. The total purchase 
of commodities for export reached 1.47 billion yuan, an increase of 

29.9 percent over that in 1984. The total export value reached 

$349 million, an increase of 59.6 percent over that in 1984. Compared 

with that in 1984, the amount of textiles exported to foreign countries 
increased by 54 percent; that of livestock products increased by 90.3 percent; 
that of light industrial products increased by 60.4 percent; that of medicines 
increased by 84.3 percent; and metal products and mineral products exported 

to foreign countries increased by 125.7 percent. 
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In 1985, our province accelerated its speed in using foreign funds and 
carrying out external economic and technological cooperation. In that year, 
we signed a total of 80 contracts on using foreign funds, an increase of 

42 such contracts over the 1984 figure. Our province altogether used 

$104 million of foreign funds, an increase of 91.9 percent over that in the 
previous year, our province signed a total of 316 contracts on importing 
advanced foreign technologies, an increase of 75 compared with that in 

1984; contracts on importing advanced foreign technologies were worth 

$206 million, an increase of 10.4 percent. We also signed 63 contracts 

on providing labor services to foreign countries, worth $77.83 million. 


Tourism in our province also developed very quickly in 1985. In that 

year, foreigners, overseas Chinese, Hong Kong and Macao compatriots and other 
tourists from more than 40 countries and regions in the world made 100,000 
visits, an increase of 38.9 percent compared with the figure in 1984. 

The foreign exchange earnings gained from provincial tourism increased by 
88.8 percent as compared with that in 1984. 


VII. Science, Education, and Culture 


Our provincial scientific and technological work made marked contributions 

to the building of the four modernizations in 1985. Natural scientific 

and technological research personnel made a total of 1,182 major scientific 
and technological achievements in their researches, an increase of 140 percent 
as compared with the number of such achievements made in 1984. Sixty-seven 
of these achievements were awarded state scientific and technological 
progress prizes and 29 were awarded state scientific and technological 
invention prizes. Some 332 achievements were awarded provincial scientific 
and technological achievement prizes. Some 11.7 percent of the total number 
of the scientific and technological achievements which won prizes reached 
international standard and 56.9 percent of the total number of the scientific 
and technological achievements which won prizes reached the advanced standard 
for our country. The application and spreading of quite a number of these 
achievements have helped to produce marked economic results. Social 
scientific research personnel also made contributions to our province's 
economic development strategy and the reform of our province's economic 
structure. Quite a number of the social scientific research achievements 
were given great attention by the leading organs of the provincial CPC 
Committee and the provincial people's government. 


The reform of the educational structure in 1985 pushed ahead with the 
readjustment of that structure and accelerated the training of qualified 
personnel. There were altogether 4,757 postgraduates in the universities 

and colleges of our province in 1985, an increase of 1,908 people over 

the previous year. In 1985, 9 people received their doctorates and 

749 people received masters degrees, an increase of 697 people over 

that in 1984; ordinary universities and colleges admitted 40,200 new students, 
an increase of 8,000 people as compared with the figure in 1984. There 

were altogether 112,800 students in the universities and colleges of our 
province, an increase of 19,200 people when compared with the 1984 figure. 
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Some 20,900 students graduated from the universities and colleges, an increase 
of 3,000 graduates as compared with the figure in 1984. The various adult 
higher learning institutions admitted 33,700 people for both 4-year courses 
and 3-year courses in 1985, an increase of 11,700 people; there were 
altogether 72,500 people in the adult higher learning institutions in 

1985, an increase of 12,500 people; some 18,500 people graduated from 

the province's adult higher learning institutions in 1985. This figure 

was equivalent to 88.5 percent of the number of the graduates from the 
ordinary universities and colleges of the province in the same yar. In 
1985, there were altogether 489,200 senior middle school students in the 
province, an increase of 43,200 students as compared with the previous 
year; in 1985, there were students as compared with the previous year, 

in 1985, there were a total of 3,390,200 junior middle school students 

in the province, an increase of 54,700 students over the 1984 figure; 

in 1985, there were altogether 117,200 students in provincial polytechnic 
schools, an increase of 13,100 students compared with 1984; there were 

a total of 64,000 technical school students, an increase of 31,000 students 
as compared with the 1984 figure; the 131,000 vocational (agriculture) 
school students in the province constituted an increase of 36,000 students; 
and there were altogether 79,600 people in the provincial adult polytechnic 
schools in 1985. 


The work of making primary education universal made new progress in 1985. 
Fifty-six counties (cities and prefectures) throughout the province 
basically universalized primary education. The percentage of children 

of school age entering schools increased from about 93.7 percent in 1984 
to 94.9 percent in 1985. In 1985, there were 14,276,000 primary school 
students and 1,130,100 kindergarten children in the province. 


Our cultural and arts department, journalism and publication department 
and broadcast, movie and television department made great contributions 
to the building of the socialist spiritual civilization of our province 
in 1985. In that year, our provincial Sichuan Opera Troupe performed 
successfully in West Berlin during the "1985 Horizon Arts Festival." The 
province also held "The Joint Performance of Folk Dances and National 
Dances," and a number of excellent artistic works were produced, such as 
"the Death of Mingfeng," the Man Towing the Boat," "The Banbu Song," "The 
Joy of the Mute" and so on, of which the play "Ming" was awarded first 
prize in the 3rd international dancing competition. 


In 1985, our province produced a total of 9 feature movies and released 

a total of 184 new movies, recorded 17 radio plays and videotaped 3 TV 
movies, three of which were awarded prizes when shown on the national day. 

In 1985, there were 6 radio stations in the province, which provided 

ll programs a day, and 6 TV stations, which provided 6 programs a day. 

In 1985, radio and TV programs showed an increase in length as compared 

with those in1984. In 1985, there were a total of 209 wired broadcast stations 
in the whole province; and 8,053 towns and townships installed broadcast 
amplifiers throughout the province in that year. In 1985 the province 

had 16,100 movie projection teams, 207 various kinds of troupes, 214 cultural 
centers, 115 public libraries, 31 museums and 239 archives; there were 
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altogether 1.108 billion copies of local newspapers printed in the province, 
an increase of 12.9 percent over that in 1984; some 73.75 million copies 

of various magazines were published an increase of 24.3 percent as compared 
with 1984; some 1,848 books were published throughout the whole province, 
an increase of 12.7 percent over the figure for 1984. 


VIII. Public Health and Physical Education 


The conditions in hospitals and the sanitary conditions in general in our 
province showed some improvement in 1985. At the end of the year, there 
were altogether 187,400 beds in the various hospitals in our province, 

an increase of 3,700 beds as compared with the figure in 1984; there were 
some 283,900 medical workers in our province, of whom 123,800 were doctors 
and 46,100 were senior nurses and ordinary nurses. On average, there were 
12.1 doctors for every 10,000 people. 


The provincial physical education experienced new development in 1985 

and mass sports activities were extensively carried out. In that year our 
province's athletes broke 2 Asian records, 13 national records and 

81 provincial records, and also created one national record. In international 
competitions, our province's athletes received 34 various medals, an increase 
of 18 medals as compared with the figure in 1984. Our athletes altogether 
received 14 gold medals, 10 silver medals, and 10 bronze medals in 
international competitions. In national competitions, our athletes received 
a total of 133 various kinds of medals, an increase of 11 medals as compared 
with the year 1984, among which, there were 45 gold medals, 43 silver medals 
and 45 bronze medals. In 1985, our province held a total of 3,465 sports 
meets at or above county level, an increase of 1,313 sports meets at such 
level as compared with the figure in 1984. Attendances at these competitions 
totalled 740,000, an increase of 170,000 as compared with the figure in the 
year 1984; more than 2.78 million people reached the "state physical training 
standard," an increase of 690,000 people when compared with the 1984 figure. 


IX. People's Livelihood 


Along with the development of industrial and agricultural production, the 
livelihood of the people in urban and rural areas of our province showed 

a further improvement in 1985. In that year, the cities and towns in the 
whole province provided work to 278,000 people awaiting jobs. By the end 
of 1985, there were 8,334,000 workers in the enterprises under the system 
of ownership by the whole people and collective enterprises, an increase 
of 338,000 workers as compared with the year-end 1984 figure. In 1985, 
there was a total of 318,000 self-employed workers in the cities and towns 
throughout the province, an increase of 54,000 such workers as compared 
with the figure at the end of 1984. Salaries of the workers in the whole 
province totaled 8.4 billion yuan, an increase of 17.3 percent as compared 
with 1984. The average annual salary of a worker in province was 

1,033 yuan, an increase of 13.3 percent as compared with 1984. According 
to sample investigations on 5,500 peasant households in about 55 counties 
(cities and prefectures) in the province, in 1985, the net average income 
of peasants was 315.07 yuan, an increase of 28.31 yuan or 9.9 percent 

as compared with that in 1934. Allowing for price increase, the real income 
of our peasants in 1985 increased by 6.9 percent. According to a sample 
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of 2,150 households in 20 counties (cities), in 1985, the average per capita 
income available for living expenditures in the towns (cities) was 

644.04 yuan, an increase of 18.5 percent when compared with that in 1984. 
With the factor of price rises taken into account and calculations made 

in terms of comparable items, the actual income of the workers increased 

by 8.2 percent. 


By the end of 1985, savings deposits of people in urban and rural areas 
totaled 9,073,000,000 yuan, an increase of 2.45 billion yuan or 37 percent 
over that in 1984, of which, urban savings deposits amounted to 6,169,000,000 
yuan, a net increase of 1,677,000,000 yuan over that in 1984 and the savings 
deposits of commune members in rural areas totaled 2,904,000,000 yuan, 

a net increase of 774 million yuan. 


Social welfare undertakings continued to receive great attention in 1985. 
By the end of the year, there were 2,118 old folks’ homes run by 
collectives in the rural areas, with accommodation for 20,398 old people, 
an increase of 5.1 percent compared to 1984, and 309 social welfare homes 
and childrens’ homes in the cities and towns, with accommodation for 
8,851 people, an increase of 21.8 percent as compared with 1984. 


In 1985, life insurance and household property insurance experienced a 

further development. Some 3,286,700 people joined the life insurance 

program, an increase of 1,670 percent as compared with the figure in 1984, if 
and the number of households joining the household property insurance 
program increased by 240 percent, which accounted for one-fourth of the 

total number of households in the whole province. The income from 

life insurance and household property insurance fees increased by 

360 percent as compared with that in 1984. 


X. Economy and Culture in the Areas Inhabited by Different Nationalities 


In 1985, the areas inhabited by different nationalities in our province 
continued to carry out the reform of the economic structure, further relaxed 
policies, carried out horizontal economic contacts and boldly brougt in 
foreign funds, technologies, and qulaified personnel. What is more, in 
1985, the state also provided more funds for developing and constructing 
the areas inhabited by the minority nationalities in our province. So 
the social and economic undertakings in these areas continued to develop 
in 1985. The total industrial and agricultural output value of the three 
autonomous prefectures and seven autonomous counties of our province 

in 1985 reached 3.177 billion yuan, an increase of 7.8 percent over 

that in 1984. 


Agriculture in the areas inhabited by different nationalities in our 
province continued to develop along with the readjustment of the rural 
production structure. The total agricultural output value of the areas 
inhabited by different nationalities in 1985 was 2.15 billion yuan, an 
increase of 7.5 percent as compared with that in 1984 (if the output value 
of the industries at or below village level was excluded, the total 
agricultural output value of these areas 1985 was 2,045,000,000 yuan, an 














increase of 4.6 percent). The production of crops, such as economic crops 

and the diversified economy, developed rapidly in 1985. The 1985 production 
output of sugarcane was 377,800 tons, an increase of 23.2 percent over that 

in 1984; production output of cured tobacco was 28,400 tons, an increase of 

110 percent over that in 1984; output of oil crops was 37,200 tons, an increase 
of 28.7 percent over that in 1984. Because of serious floods and natural 
disasters as well as the decrease of the grain cultivation area because of 

the increase in the economic crops’ cultivation area, the total grain output 
was 2,514,000 tons in 1985, a reduction of 177,000 tons as compared with 

that in 1984. Fy the end of 1985, there were 5,452,000 head of large domestic 
livestock in the areas inhabited by the different nationalities of our 
province, an increase of 3.9 percent over the 1984 figure which were 4,351,400 
pigs, an increase of 1.6 percent. Milk production totaled 155,000 tons, 

an increase of 6.7 percent, pork, beef and mutton 173,800 tons, up 7.8 percent, 
and 6,535,000 head of sheep and 1,518 tons of sheep's wool were produced, 

a reduction compared with the 1984 figure attributed to the heavy snow in 

the spring of 1984. 


Industrial production in areas inhabited by different nationalities in our 
province continued to develop amidst reforms. In 1985, the total industrial 
output value of these areas reached 1.027 billion yuan, an increase of 

8.3 percent over that in 1984 (if the output value of the industries at 

or below village level was included, the total industrial output value of 
these areas was 1.132 bi'lion yuan, an increase of 14.0 percent). The total 
light industrial output ‘alue reached 406 million yuan, an increase of 

2.8 percent over that in 1984 and the total output value of heavy industry 
in these areas was 621 million yuan, an increase of 12.3 percent over 

that in 1984, 


The living standards of people of all nationalities continued to improve 

in 1985. The total salaries of the workers in the enterprises under the 
system of ownership by the whole people and the collective enterprises 
reached 571 million yuan, an increase of 14.7 percent over that in 1984. 

The annual per capita salary of workers was 1,141 yuan, an increase of 

134 yuan or 13.3 percent. The total salaries of workers in the enterprises 
under the system of ownership by the whole people reached 517 million yuan, 
an increase of 14.9 percent, and the annual per capita salary of workers 

in the enterprises under the system of ownership by the whole people was 
1,191 yuan, up 13.9 percent. According to samples taken in 320 peasant 
households in Yajiang Huidong, Mianning and Wenchuan counties, the annual 
per capita net income of the peasants and herdsmen was 324 yuan, an increase 
of more than 20 yuan over that in 1984. Along with the increase in the 
incomes of the people and the increase in their purchasing power, in 1985, 
the total volume of retail sales of social commodities reached 1,564,000,000 
yuan, an increase of 23.2 percent over that in 1984. The savings deposits 
of people living in urban and rural areas reached 522 million yuan at the 
end of 1985, an increase of 32.2 percent over that at the end of 1984, 


The cultural, educational and public health undertakings continued to develop. 
At the end of 1985, there were 23,300 qualified medical workers, 16,500 
hospital beds, and 1,909 various kinds of movie projection units in the 
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areas inhabited by different nationalities in our province. In 1985, the 
various kinds of schools in those areas admitted a total of 231,000 students, 
of whom, 1,200 were university and college students, 3,300 were technical 
school students, 68,909 were secondary school students and 157,600 were 
primary school students. In 1985, there were 1,085,400 students in 

various kinds of schools in the areas inhabited by different nationalities 

in our province, among whom were 2,800 students in universities and colleges, 
9,100 students in technical schools, 202,900 students in secondary schools 
and 870,600 students in primary schools. 


XI. Population 


According to a sample survey of 42 counties (cities and prefectures in the 
whole province, in 1985 the birth rate of our province was 15.39 per 
thousand, the mortality rate was 7.21 per thousand, and the natural growth 
rate was 8.18 per thousand. Even though the number of women at child-bearing 
age increased, the birth control work in our province still continued to 
achieve marked successes in 1985. According to statistics, the total 
population of our province at the end of the year was 101,875,000 people. 


The year 1985 was the last year in the period covered by the Sixth 5-Year 
Plan. During the past 5 years, our province conscientiously implemented 

the spirit of the 12th party congress and the policy of readjustment, reform, 
reorganization and improvement so that our provincial economy continued to 
develop steadily at a high speed. Our province overfulfilled its 

Sixth 5-Year Plan and made great progress in economic and social developments. 


In 1985, our province's total social output value, industrial and 
agricultural output value, and national income all outstripped the quotas 
set by the Sixth 5-Year Plan, and the average increase rate in the past 

5 years surpassed the average increase rate in the 28 years between 

1953 and 1980. 


Target Fulfillment Average Increase 








for Final Year of Rate During Average Annual 
Sixth 5-Year Plan Sixth 5-Year Increase rate 
Completed in 1985 Plan Period from 1953-1980 
(percentage) (percentage) (percentage) _ 

Total Social 

Output Value 143.5 10.2 7.5 

Total Industrial & 

Agricultural Output 

Value 123.9 9.8 7.2 

National Income 135.0 9.1 5.3 








In 1985, our province's gross national product totaled 55.7 billion yuan, 
an increase of 57.3 percent over that in 1980, and the average annual 
increase rate of our province's gross national product during the period 
covered by the Sixth 5-Year Plan was 9.5 percent. 


During the period covered by the Sixth 5-Year Plan, our province's 
industrial and agricultural production achieved marked success. In 1985, 
the province's total agricultural output value increased by 48.9 percent 
over that in 1980. The average annual increase rate of our province's 
agricultural output value during the period covered by the Sixth 5-Year Plan 
was 8.3 percent, topping the 3.4 percent, which was the average annual 
increase rate in the 28 years before 1980. In 1983, our province's 

grain production output topped 40 million tons, fulfilling the grain 
production quota set by the Sixth 5-Year Plan 2 years ahead of schedule. 

In 1984, the grain production output of our province reached 40.8 million 
tons, hitting an all-time high. Owing to the development of agriculture, 
our province had basically solved the problem of feeding and clothing its 
people by the end of 1985. In 1985, our province's total industrial 

output value increased by 68.3 percent as compared with that in 1980 (the 
average annual increase rate of our province's total industrial output 
value during the period covered by the Sixth 5-Year Plan was 11.0 percent). 
The primary energy output increased by 32.4 percent (in terms of standard 
coal) in 1985. The goods transport volume increased by 43.9 percent in 1985. 
That year also saw a continued development in industrial and communications 
production and the strengthening of the industrial base. 


The output of most of the 68 main industrial and agricultural products 
listed in the Sixth 5-Year Plan outstripped the quotas set by the Plan, 

and the output of quite a number of products met the quotas set by the Sixth 
5-Year Plan 1 to 3 years ahead of schedule during the period covered by the 
Plan. 





Percentage of 
Targets Set for 
Final Year of 
Sixth 5-Year Plan 
Completed in 1985 





Grain 
Cotton 
Oil crops 
Pork, beef 
and mutton 
Raw coal 
Natural gas 
Generated 
energy 
Steel 
Cement 
Chemical 
fertilizer 
Cloth 
Sugar 
Television 
sets 
Watches 


95.8 
125.9 
120.9 


128.7 
132.3 
112.7 


117.8 
119.4 
145.6 


104.0 
94.6 
96.7 


151.6 
118.7 


Accumulated Output 
During Sixth 5-Year 
Plan Period 





126.26 million tons 
548,000 tons 
6,151,000 tons 


11,321,000 tons 
230,100,000 tons 


27.63 billion cubic meters 


94.57 billion kilowatt-hours 


17.72 million tons 
37.54 million tons 


6,752,000 tons 


3.56 billion meters 


819,000 tons 
2,185,000 
5,847,000 


Increase of 
Accumulated 
Output During 
the Sixth 
5-Year Plan 
Over 
Accumulated 
Output During 
Fifth 5-Year 
Plan 
(percentage) 





24.4 
4.0 
124.0 


27.1 
-2.5 


38.9 
56.7 
78.8 


40. 
39. 
27. 
1,540. 
470. 


oOom™w OO 


During the Sixth 5-Year Plan periods, the units under the system of ownership 
by the whole people in our province invested a total of 15.69 billion yuan in 
capital construction, an increase of 3.16 billion yuan or 25.2 percent over 


the figure during the Fifth 5-Year Plan period. 


At the same time, these 


units also increased their investment for the renewal and transformation of 
This played an important role in carrying out expanded 
reproduction, pushing forward with the technological progress of enterprises 
and invigorating the economy of Sichuan, 


the units. 


Along with the reform of the urban and rural economic structures and the 
readjustment of the production structures in the urban and rural areas, the 
major proportional relations of the national economy of our province gradually 
become rational and the economic results of our province also increased. 

In 1985, the proportion of the total agricultural output value in the total 
industrial and agricultural output value increased from 37.2 percent in 


1980 to 40. 


2 percent. 


During the period covered by the Sixth 5-Year Plan, 


heavy industry and light indsutry developed in a coordinated way with an 
average annual increase rate of 10.9 percent for light industry and 


11.1 percent for heavy industry. 


The percentages of accumulation and 


consumption in the national income were maintained at 25 percent and 
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and 75 percent respectively. During the past 5 years, the average annual 
total social output value increased by 10.2 percent and the national income 
increased by 9.1 percent. The national income created per worker increased 
at an average annual rate of 6.4 percent. 


During the Sixth 5-Year Plan period, the people's purchasing power in our 
province was greatly raised and people's living standards were also greatly 
improved. Compared with the situation in 1980, in 1985, our province's total 
volume of retail sales of social commodities increased by 80.6 percent; 

the peasants' net income increased at an average rate of 67.7 percent, 

when price hikes were factored in, the actual income of the peasants 

in 1985 increased 56.1 percent: the per capita income available for 

living expenditures of the people in the cities and towns increased by 

79.1 percent and if cost of living rises are taken into account, the 

actual income of the people in the cities and towns increased by 50.6 percent. 


During the period covered by the Sixth 5-Year Plan, our province's science, 
education, culture, public health, sports, press, broadcasting, movie, 
television and various other undertakings all developed greatly and rapidly. 
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AGGREGATE ECONOMIC DATA 


ZHEJIANG FULFILLS 1985 DEVELOPMENT PLAN 
OW011030 Hangzhou ZHEJIANG RIBAO in Chinese 18 Mar 86 p 2 


/Communique on fulfillment of Zhejiang's 1985 national economic and social 
development plan--issued on 15 March 1986 by the Zhejiang Provincial Statistical 
Bureau/ 


/Text/ The people of all nationalities of Zhejiang Province, under the leader- 
ship of the CPC Central Committee, the State Council, the Provincial CPC 
Committee and the Provincial People's Government, conscientiously implemented 
the principles of invigorating the domestic economy and opening to the outside 
world in 1985. In the spirit of carrying out reform and making new progress, 
they carried out reform of the economic structure in an allround way and gre 
moted national economic and social development. The total social product 

came to 83.8 billion yuan, an increase of 29.1 percent over that of the 
previous year. Of this sum, the total output value of industry and agriculture 
was 72.3 billion yuan, an increase of 31.1 percent over the previous year. 
National income was 35.7 billion yuan, up 23.4 percent from 1984. The main 
targets of national economic and social development set by the "Sixth 5-Year 
Plan" were successfully fulfilled ahead of schedule. Owing to the continuous 
growth of production, markets were brisk, state revenues increased, and new 
progress was made in improving people's living standards in urban and rural 
areas. According to an initial estimate, the total value of Zhejiang's gross 
domestic product’ was 38.6 billion yuan, an increase of 28.4 percent over that 
of the previous year. 


This province's major problems in national economic development in 1985 were: 
Total demand exceeded total supply in society; the scale of fixed investments 
was too big, while investment patterns were unsatisfactory; energy and raw 
materials supply was short and transportation was strained; price hikes of 
commodities were excessive; and economic results could not keep pace with 
industrial production development. 


1. Agriculture 


In 1985 the province achieved significant progress in carrying out the second 
phase of reform in rural areas, centering on improving the system of centralized 
and assigned procurements and adjusting the production structure. The rural 
economy made progress by developing agriculture, forestry, animal husbandry, 





sideline occupations, and fishery in an allround way and operating agricultural, 
industrial, commercial, transportation, and construction work in a comprehensive 
manner. 


The total rural product“ was 44.4 billion yuan, an increase of 40,1 

percent over 1984. Of this, the share held by rural industry, construction, 
commerce and transportation accounted for 61.3 percent as compared with 52.6 
percent in 1984, 


The total output value of agriculture was 27.6 billion yuan, an increase of 
27.3 percent over the previous year. If the industrial output value of rural 
enterprises is deducted from this sum, the figure is 17.2 billion yuan, still 
a 4-percent increase over 1984. Of the total output value of agriculture, the 
share held by forestry, animal husbandry, fishery and sideline occupations 
increased from 37.1 percent in 1984 to 45.8 percent in 1985. 


Relatively big adjustments were made in crop cultivation patterns. The total 
grain crop acreage decreased by 211,000 hectares as compared with the previous 
year. Due to natural disasters and the slackening of grain production in some 
localities, the total grain output was 16,212,900 metric tons, a decrease of 
1,958,600 metric tons as compared with the previous high recorded in 1984. 
Among economic crops, with the exception of cotton and tea, whose output was 
less than in the previous year, most registered increases by greater margins. 
Cocoon and rapeseed output set alltime records. 


The output of major farm products was as follows: 


increase over 1985 





1985 ____ (percentage) 
grain 16,212,900 metric tons -10.8 
cotton 81,300 metric tons -38.8 
jute, ambary hemp 250,000 metric tons 22.7 
tea 93,000 metric tons -2.6 
cocoons 84,600 metric tons 20.5 
rapeseed 426,000 metric tons 30.4 
sugarcane 1,100,500 metric tons 55.6 
oranges, tangerines 285.400 metric tons 59.9 


The forestry policy was further implemented, and family-run forest stations 
developed relatively fast. Areas afforested for lumbering purposes in 1985 
increased 11.2 percent over the previous year. Among major forestry products, 
output of tea-oil seeds increased 57.3 percent over the previous year, output 
of Chinese tallow tree seeds decreased by 2.9 percent, and output of tung-oil 
seeds decreased by 16.4 percent. 


Animal husbandry registered a slight increase. The output of milk, poultry, 
and eggs increased at a relatively fast pace. The number of pigs in stock at 
yearend began to increase, but the number of cattle and sheep continued to 


decrease. 
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The output of major animal byproducts and the number of livestock are as follows: 


Increase over 1985 





1985 (percentage) 
prok, beef, mutton 766,400 metric tons 11.3 
pork alone 755,700 metric tons 11.5 
milk 105,300 metric tons 16.5 
pigs by yearend 13,687,700 head eee 
cattle by yearend 761,400 head -2.9 
sheep by yearend 1,762,000 head -11.0 


Fishery production continued to develop. The total output of aquatic products 
in 1985 was 1,048,200 metric tons, an increase of 10 percent as compared to 
the previous year. Among them, the output of marine products rose 6.9 percent 
and that of freshwater products increased 31.3 percent. 


The number of farm machines and total power consumption increased. By the 
end of 1985, the aggregate power capacity of Zhejiang's farm machines had 
reached 10,995,000 horsepower, an increase of 8.4 percent as compared with 
the previous year. The number of hard-operated tractors was 185,000, 10.8 
percent over that of 1984. The number of trucks for agricultural use totaled 
8,002, an increase of 27.3 percent as compared with 1984. Irrigation and 
drainage equipment totaled 1.84 million horsepower, an increase of 2.4 percent 
over 1984. A total of 711,000 metric tons of chemical fertilizer was applied 
during the year, an increase of 0.01 percent over 1984. The total consumption 
of electricity in rural areas was 4.02 billion kwh, an increase of 25.2 per- 
cent over 1984, 


Meteorological departments in this province further improved their weather 
forecasting work and raised their level of scientific research, making new 
contributions to agricultural production and other fields. 


2. Industry 


In 1985 the province made steady progress in reforming the industrial structure 
and further invigorated industrial enterprises. Owing to the strengthening of 
macroeconomic control and regulation, the speed of industrial production 
gradually slowed down from the second half of 1985. The total industrial out- 
put value for 1985 was 44.7 billion yuan, an increase of 33.1 percent over the 
previous year. If added to the output value of rural industry and by villages 
and lower-level units, the total figure is 55.1 billion yuan, a 39.7-percent 
increase over 1984. Of the total industrial output value, the output value of 
state-owned industry increased 14.9 percent over the previous year, that of 
collectively owned industry in cities and towns grew 42.3 percent, collectively 
owned industry in the rural areas grew 61.2 percent, individual industrial 
enterprises in urban and rural areas grew 225 percent, while industries of 
other kinds of ownership expanded their output value by 47.8 percent. The 
output of 51 of the 61 major industrial products under the state plan met or 
topped state quotas. The output of 10 major industrial products under the 

state plan did not meet state quotas, including chemical fertilizer, insecti- 
cides, sugar, cameras, and small tractors. 








The total output value of light industry in 1985 was 27.3 billion yuan, an 
increase of 31.1 percent as compared with 1984 and accounting for 61.1 percent 
The variety of light industrial products 
increased, and the output of high- and medium-quality durable consumer goods 
and that of fine famous-brand products all increased by a great margin. 
played an important role in stabilizing the market. 
could not meet the growing demand of consumers for some of these products. 


of the total industrial output value. 


Output of major light industrial products is as follows: 


Cotton yarn 
cloth 
silk 
silk products 
woolen piece goods 
machine-made paper and paper 
board 
sugar 
cigarettes 
beer 
chemical pharmaceuticals 
bicycles 
sewing machines 
wristwatches 
TV sets 
of which color sets 
recorders 
cameras 
household washing machines 
household refrigerators 


The 1985 heavy industrial output value was 17.4 billion yuan, an increase of 
36.7 percent over 1984 and accounting for 38.9 percent of the total industrial 
Output of electric power and industrial raw materials increased 


output value. 


1985 


157,600 metric tons 


874 million 
12,200 
339 million 


meters 
metric tons 
meters 


13.4 million meters 


534,600 


28,900 
875,100 
346,400 

3,493 
1,697,100 
685,200 
706 ,600 
1, 83,000 

41,900 
363,500 

40,600 

1,172,000 
249,200 


metric tons 


metric tons 
cases 

metric tons 
metric tons 


Increase over 1984 


__ (percentage) —__ 


22. 
23. 
ll. 
20. 
48, 
39. 


-25. 
8, 
53. 
y do 
17. 
8. 
4O. 
143. 
720. 
64. 
1,220. 
42. 
176. 


However, production still 
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by a relatively big margin but energy and raw materials supply was still 


insufficient to meet demand. 


The output of major heavy industrial products was as follows: 


coal 

electricity 

crude oil 

steel 

rolled steel 

coke (machine produced) 
timber 

cement 


1985 


-_— - 


1,506,200 
13,203 
1,889,100 
541,000 
633,900 
341,000 
775,300 
7,999,200 
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metric tons 
million kwh 
metric tons 
metric tons 
metric tons 
metric tons 


cubic meters 


metric tons 


Increase over 1984 


_. (percentage) _ 
l. 


13. 








Increase over 1984 





1985 (percentage) 
sulphuric acid (100 percent) 276,300 metric tons -2.1 
caustic soda 49,200 metric tons 13.6 
chemical fertilizers 521,000 metric tons 0.1 
chemical insecticides 21,000 metric tons -47.8 
tires 394 , 700 13.8 
power-generating equipment 
(over 500 kw) 82 sets 20.6 
167,700 kw 80.9 
machine tools 9,400 49.8 
motor vehicles 8,104 86.8 
large, medium tractors 500 25.0 
small tractors 31,200 0.3 
internal-combustion engines 
(commercial products) 2,420,200 horsepower 37.6 


Industrial economic efficiency improved but was still unsatisfactory. In 

1985 the per-capita labor productivity of state enterprises with independent 
accounting systems was 1,794 yuan, an increase of 9.8 percent over the pre- 
vious year. The energy consumption for every 10,000 yuan of industrial output 
was 2.92 metric tons, a decrease of 12.31 percent as compared with the previous 
year. 


State-operated industrial enterprises turned in a total of 3,155 million yuan 
of profits and taxes, an increase of 18.1 percent over 1984. The declining 
trend in the quality of products was basically corrected. The rate of increase 
in quality of some major items under inspection and examination reached 84,7 
percent, an increase of 0.2 percent over 1984. However, the production cost 

of comparable items rose 6.2 percent and the amount of deficit of those enter- 
prises with financial losses increased. The turnover period for working funds 
increased to 101 days, 4 days more than in 1984. 


3. Investment in Fixed Assets and the Building Industry 


In 1985, total investments in fixed assets in urban and rural areas of this 
province came to 8.935 million yuan, an increase of 2,446 million yuan or 37.7 
percent as compared with 1984. Of this total, the investment in fixed assets 
by state enterprises was 3,951 million yuan, an increase of 44.8 percent over 
1984. The investment in fixed assets by collective enterprises in urban and 
rural areas was 2,471 million yuan, and the investment in fixed assets by 
individuals in urban and rural areas was 2,513 million yuan. Of the investment 
in fixed assets by state enterprises, 2,625 million yuan was used for capital 
construction, an increase of 55.1 percent. Of this amount, 572 million yuan 
was covered by the state budget, an increase of 8.3 percent over 1984; 386 
million yuan was obtained through domestic loans, an increase of 63.6 percent 
over 1984; and 1,511 million yuan came from their own funds and other sources, 
an increase of 82 percent. 


Construction of key projects was stepped up. Among the investments for capital 
construction, 509 million yuan was used for building the energy industry, an 
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increase of 39.5 percent; 242 million yuan was used for communications, postal, 
and telecommunications facilities, an increase of 13.1 percent; and 326 million 
yuan was used for scientific research, cultural, educational, and public health 
work, an increase of 52.3 percent. Good progress is being made in building 37 
key construction projects of the state and the province, with a total of 682 
million yuan invested, accounting for 99.29 percent of the annual investment 
plan. A total of 617 million yuan was invested in Ningbo and Wenzhou, two 
coastal cities opening to the outside world, an increase of 48.3 percent over 
1984, 


In 1985 a total of four large and medium-sized projects and eight single items 
attached to large and medium-sized projects were completed and put into produc- 
tion. All the planned large and medium-sized projects and single items were 
completed and put into production on schedule. Capital construction in 1985 
resulted in an increase of 1.968 billion yuan in fixed assets, and the rate of 
utilization of these assets was 74.7 percent, a 7.8-percent increase over 1984. 
The large and medium-sized projects and single items completed in 1985 will 
increase generating capacity by 490,000 kilowatts, expand the freight-handling 
capacity of ports by 1.44 million tons, increase chemical fiber output by 5,000 
tons, and cement output by 90,000 tons. A total of 206.21 km of roads com- 
pleted in the same year. In addition, buildings with a floorspace of 1,011,800 
Square meters were completed for use by scientific, cultural, educational, and 
health departments. The key projects completed and put into production include 
the Taizhou Power Plant's No 3 and No 4 generating units, the Zhenhai Power 
Plant's No 3 generating unit, the Yuyao chemical fiber plant, with a capacity 
of 4,000 tons of manmade fibers, the Hangzhou Iron and Teel Plant's No L5 
converter, and the Hangzhou air-entrained cement plant. 


The pace of upgrading existing enterprises through technical transformation 

was stepped up. State-owned enterprises in 1985 invested a total of 1.316 
billion yuan for equipment replacement, technical updating, and other fixed 
assets, an increase of 287 million yuan, or 27.9 percent, over 1984. Of this, 
1.117 billion yuan was used for equipment replacement and technical updating, 
an increase of 35.9 percent. Of this amount, 602 million vuan was used to 
increase product variety and output, an increase of 66.3 percent over 1984; 

136 million yuan was used for conserving energy, raw and semifinished materials 
and for upgrading product quality, an increase of 16.2 percent over 1984, 


Further progress was made in reforming management in the building industry and 
in capital construction. Of the province's building and installation enter- 
prises, 80.2 percent introduced various forms of contract systems. Such a 
system was introduced in 3,955 projects, accounting for 44.6 percent of the 
total number of projects under construction. Nineteen large and medium-sized 
projects came under the investment contract system. For the design and con- 
struction of some projects, a contract bidding system was introduced. Reform 
boosted economic results. The total output value of state-run building 
enterprises in 1985 reached 673 million yuan, an increase of 35.2 percent over 
1984. Per capita labor productivity rose 29.9 percent over 1984, 


Geological surveying work registered new achievements in 1985. Tunnelling 

footage completed in the year totaled 130,004 meters, an increase of 20,070 
meters over 1984. Verification of new reserves of some major minerals was 

completed on schedule. 
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4. Transportation, Posts, and Telecommunications 


Under the impact of the current reform, various transportation departments 
adopted various measures to raise their shipping capacity, resulting in a 
satisfactory fulfillment of their tasks. The province's transportation depart- 
ments handled 25.68 billion ton-km of goods in 1985, up 10.4 percent from 1984. 
Of this, railways handled 13.25 billion ton-km, a 3.8-percent increase, trucks 
handled 2.9 billion ton-km, an increase of 25.1 percent; ships and boats 
handled 10.34 billion ton-km, up 17 percent. The volume of cargo handled at 
major seaports was 25.105 million tons, up 30.6 percent over 1984. 


The gross volume of passenger transport was 18.53 billion person-km, a 17.4- 
percent increase over 1984. Of this, railways handled 7.52 billion person-kn, 
up 12.7 percent. The volume of road passenger transport was 9.52 billion 
person-km, an increase of 23.8 percent. The volume of waterway passenger 
transport was 1.49 billion person-km, up 4.9 percent, and that of air passenger 
transport was 1.45 billion passengers, up 39.4 percent over 1984. 


Transportation services improved considerably in 1985 as a result of structural 
reform. The transportation departments made further efforts to raise railway, 
highway, and waterway transportation efficiency and encouraged collectives and 
individuals to engage in transportation businesses. This played an important 
role in easing transportation strains in the province. 


Postal and telecommunications work showed a relatively big development. Total 
business volume in 1985 was 195 million yuan, a 22.2-percent rise over the 
preceding year. The increase in mail handling was 18.3 percent; newspaper 

and periodical distribution, 9.8 percent; telegrams, 37.2 percent; and Long- 
distance telephone calls, 31.5 percent. By yearend, the number of urban 
telephone subscribers was 104,000, or 16.3 percent more than by the end of the 
preceding year, and the number of telephone subscribers in rural areas was 
58,000, or 14.9 percent more than by the end of the preceding year. 


Better economic results were achieved by transportation, postal, and telecom- 
munications departments. Operational revenues of state-owned transportation 
enterprises in the province came to 518 million yuan for the year, up 12.7 
percent compared with the preceding year, and their profits amounted to 8] 
million yuan, up 9.5 percent. The turnover rate of working capital was 16.8 
days less than that for the preceding year. The amount of profits registered 
by postal and telecommunications enterprises was 72.4 percent more than in the 
preceding year. Despite these improvements, the gap between our transportation, 
postal, and telecommunications work and the needs of economic development 
continues to widen at present, making the situation increasingly strained. 


5. Domestic Commerce and Materials Supply and Marketing 


Both urban and rural markets were brisk. In 1985, commodities purchased 
domestically by state-owned commercial units and supply and marketing coopera- 
tives in the province totaled 16.18 billion yuan, up .3.4 percent compared 
with the preceding year. Their retail sales totaled 19.78 billion yuan, a 
32.6-percent increase over the preceding year. If increases in retail prices 








are taken into account, the actual growth in the volume of retail sales was 
16.3 percent. Of commodity retail sales, the amount for consumer goods was 
15.55 billion yuan, up 33.4 percent above the preceding year, while that for 
means of agricultural production was 2.55 billion yuan, an increase of 9.5 
percent. The following shows changes in retail sales of main consumer goods 
compared with the preceding year: Grain down by 3.4 percent, vegetable cooking 
oil up 18.5 percent, pork down 7.7 percent, eggs up 13.6 percent, sugar up 
26.1 percent, alcoholic beverages up 19.4 percent, cotton cloth up 19.7 per- 
cent, synthetic fabrics down 4.7 percent, woolen textiles up 26.6 percent, 
silk fabrics up 21.3 percent, woolen yarn up 17.9 percent, bicycles up 29.3 
percent, sewing machines down 7.1 percent, wristwatches up 35.3 percent, 
electric fans up 120 percent, televisi-n sets up 100 percent, tape recorders 
up 180 percent, washing machines up by 2.2 times, and refrigerators up by 6.7 
times. 


There was a gradual change in the commercial structure in the direction of a 
multichanneled structure with few intermediate links. Commodity circulation 
was further invigorated. By the end of 1985, among the small state-owned 
retail stores, restaurants, and service-trade enterprises in the province, 
1,431 had been transferred to management by collectives while they were still 
owned by the state, 477 were transferred to ownership by collectives, and 270 
were leased for operation by individuals. A total of 2,345 trade fairs were 
held in urban and rural areas, compared with 2,241 in the preceding year. Their 
transactions totaled 4,403 million yuan for the year, or 63.5 percent more 
than in the preceding year. Retail sales registered by all kinds of economic 
units rose by a relatively big margin. Retail sales made by units owned by 
the whole people rose 12.5 percent, by collective-owned units 29.5 percent, by 
units jointly owned by the whole people and by collectives 28.6 percent, and 
by private stores 85.1 percent. Retail sales made by peasants to nonagricul- 
tural residents showed a 81.8-percent rise. 


In 1985, a successful step was made in price reform. This stimulated the 
development of production but resulted in too big rises in market prices. In 
general, the procurement prices of farm and sideline products in 1985 were 
10.8-percent higher than in the preceding year. As a whole, the retail price 
level was up 14.0 percent compared with the preceding year. If we look into 
the price rises in different areas, those in cities and towns rose 15.2 per- 
cent, and those in rural areas rose 12.9 percent. As far as different cot«vories 
of commodities are concerned, retail prices of foodstuffs showed fairl» 

rises: Prices of vegetables rose 41.1 percent; meat, poultry, and egg 
percent; aquatic products 130 percent, and fruit 34.6 percent. The rise in 
the prices of books, newspapers, and periodica’s was 20.5 percent. Rises were 
also noted in the retail price of clothing, daily necessities, stationery, and 
recreational equipment. Living expenses of staff and workers for the year 
showed a 15.l-percent increase. The prices they paid for consumer goods were 
up 15.2 percent, while their expenses for various services rose 13.9 percent. 


Both buying and selling in the means of production market were brisk in 1985, 
with more means of production not covered by plans being supplied to meet 
demands. Total procurement by material supply departments in the province 
rose 68.3 percent over the previous year while total sales rose 61 percent. 





Coal sales rose 2.7 percent; rolled steel, 66.2 percent; timber, 100 percent; 
and cement, 14.3 percent. The circulation cost rate of material supply depart- 
ments dropped 1.7 percent from the previous year and the turnover period for 
fixed-quota turnover funds was shortened by 15 days. 


6. Foreign Trade and Tourism 





Foreign trade relations were further strengthened. The province's total 
foreign trade procurement was 2.48 billion yuan in terms of planned prices, 
overfulfilling the annual plan by 12.9 percent and accounting for an increase 
of 5.4 percent over the previous year. The total value of commodities exported 
by the province on its own was $940 million, up 27.2 percent over the previous 
year. The total value of directly imported goods was $185 million, up 230 
percent over the previous year. 


In 1985 the province used $70.25 million of foreign funds, 160 percent more 
than in 1984. Contracts for 85 Chinese-foreign joint-venture or cooperative 
enterprises were officially signed during the year, with a 20-percent increase 
over the previous year in total investment. 


The tourism industry continued to develop. In 1985, 273,000 visitors from 

117 countries and regions came to the province on tours, visits, anc .’1 kinds 
of exchanges, up 28 percent over the previous year. They include 17 , v0 
foreigners, a 33.7 percent increase over 1984, and 95,000 overseas Chinese 

and Chinese compatriots from Hong Kong and Macao, an increase of 18.5 percent. 
The foreign exchange income from this source was valued at $24.5 million, a 
55.3-percent increase over the previous year. 


7. Science, Education, and Culture 


Science and technology played an important role in serving economic construction, 
In 1985, the province achieved results in 930 natural science research projects, 
received 2 states prizes for inventions and discoveries, and 40 state-level 
prizes for scientific and technical progress. The ranks of scientists and 
technicians also continued to swell. By the end of 1985, 210,000 natural 

science professionals and technicians were employed in state-owned enterprises, 
118,000 more than in the previous year. 





Education also benefited from structural reforms. Institutions of higher 
learning in the province enrolled 1,275 students in 1985, 692 more than in the 
previous year. There were 2,290 postgraduates, 784 more than in 1984, and 463 
postgraduates got their degrees, 414 more than in 1984. Universities and 
colleges reformed the system of enrolling students and assigning graduates, 
with some of them introducing the system of enrolling from and assigning to 
some target area. They enrolled 19,000 students for regular and special courses 
in 1985, 4,000 more than in 1984, and had a total student body of 52,700, 

7,800 more than in the previous year. The ratio between regular course 
students and special course students was 1.63 to 1 last year as compared with 
1.98 to 1 in the previous year. Last year 11,000 students graduated from these 
institutions, 1,900 more than in the previous year. Adult higher education 
indstituions enrolled 15,900 students, 3,800 more than in the year before. 
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The number of students studying in these institutions totaled 39,800, an 
increase of 4,300 over the previous year. Graduates from these schools 
totaled 9,700. 


Reform of the secondary education structure was further deepened. Secondary 
schools had an enrollment of 1,904,100 students last year, an increase of 
152,500. Vocational and technical schools equivalent to senior middle schools 
had 125,100 students; their proportion to the total number of senior middle 
schools students increased from 27.8 percent in 1984 to 33.1 percent in 1985. 
There were 202,000 students studying at adult secondary teciinical schools, 

and 38,200 students at adult middle schools. 





Progress was made in popularizing primary school education. In 1985 there 

were 3,849,100 pupils in primary schools. The attendance rate of school-age 
children was 98.1 percent. Some localities began to introduce 9-year compulsory 
education. There were 654,100 children in kindgergartens, 47,600 more than in 
the previous year. Consierable headway was made in education for the blind, 
deaf, mute, and mentally retarded. 


Cultural establishments, the press, radio, and television all made new contri- 
butions to developing socialist culture and ethics. In 1985, the province 
produced 1 feature film and 5 scientific education and documentary films, and 
167 new full-length films were released. The province produced 20 television 
dramas in 58 parts, and 7 radio plays in 15 parts. There were 5,592 film pro- 
jection units, 126 performing art troupes, 93 cultural clubs, 76 public 
libraries, 21 museums, and 87 archives. In addition, the province had 8 
broadcasting stations, 39 transmitting and relay stations each with a capacity 
of more than 1,000 watt, 27 television stations at and above the county level, 
13 television transmitting and relay stations each with a capacity of more 
1,000 watt, and 77 broadcasting stations at and above the county level. Some 
596 million copies of newspapers, 58 million copies of magazines, and 260 
million books and pictures were published last year. 


8. Public Health, Sports 


Medical and health conditions steadily improved. The number of hospital beds 
in the province was 72,100 at the end of 1985. Professional health workers 

numbered 113,300, including 44,000 doctors and 17,000 nurses, an increase of 
2.6 percent and 3.03 percent, respectively. 


The province's athletes won 74 gold medals, 41 silver medals, and 27 bronze 
medals last year in major national, Asian, and world games. The province 
sponsored 2,087 sports meets at the county level or higher, with 338,500 
persons participating. Sports became more popular all over the province. 


9. Living Standards 
Living standards in both cities and the countryside improved. A sample survey 


of rural households in the province showed an average annual per-capita net 
income of 548.6 yuan, an increase of 102.2 yuan, or 22.9 percent, over the 
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previous year. If price hikes are factored in, real income increased 13.3 
percent. Of the per-capita income, 492.4 yuan was net income from production, 
showing an increase of 24.3 percent over the previous year. 


A sample survey of urban residents showed an average 839.5 yuan spent for 
living expenses per capita in 1985, up 36.2 percent over the previous year. 
If price hikes are taken into account, the real per-capita income rose 18.3 
percent. Because of the relatively higher price hikes, the real income of 
some low-income families with fewer persons employed and more mouths to feed 
dropped somewhat. 


In 1985, 102,000 people in the province found jobs in urban areas, of which 
11.7 percent received pre-employment training. The number of people employed 
in urban areas was 4,387,000 by the end of 1985, an increase of 266,000 over 
the previous year. They include 4,266,000 workers and staff, an increase of 
241,000 and 121,000 self-employed workers, 25,000 more than in the year before. 
Annual wages of workers and staff4 in 1985, totaled 4,785 million yuan, 

up 34 percent over the previous year. The average annual cash wage for workers 
and staff was 1,159 yuan, up 26.9 percent over the previous year. The actual 
increase in workers' wages stood at 10.3 percent if cost of living increases 
are factored in. 


Urban and rural savings deposits increased by a wide margin. By the end of 
1985, individual bank savings of urban and rural residents amounted to 6.77 
billion yuan, an increase of 36.6 percent. 


Housing for both urban and rural dwellers improved. The average per-capita 
housing area for urban dwellers was 8.4 square meters while that for rural 
dwellers was 22.1 square meters. 


More attention was paid to social welfare services. Rural collective units 
provided for 6,000 elderly, disabled, and orphans who had no other means of 
support. There were 579 old folks' homes in the countryside. In addition, 
22 social welfare institutes in urban areas’ provided for 1,900 children and 
other people. 


10, Population 
By the end of 1985, the province had 40,296,000 people, 365,000 more than the 


1984 yearend figure. The birth rate was 12.61 per thousand, the mortality rate 
was 60.5 per thousand, and the natural growth rate stood at 6.56 per thousand. 


FOOTNOTES 


1. Total social product is the sum total of output value of agriculture, 
industry, building industry, communications and transportation, and 
commerce departments, including the supply and marketing of materials and 
equipment and the catering trade. National income is the sum total of net 
output value of the above-mentioned five material-producing department. 
All figures for total output value, national income, and gross domestic 








CSO: 


product listed in this communique are calculated in terms of 1985 prices, 
and the rate of growth over the previous year is calculated for comparable 
prices, 


Gross domestic product refers to the sum of output value created by all 
society's departments, including the value created by material-producing 
departments and the net income of nonmaterial productive departments as 
well as the depreciation funds of fixed assets. The figure cited in this 
communique is calculated in terms of Chinese items /kou jing 0656 1777/, 
and does not include the fourth level /ceng ci 1461 2945/ of tertiary 
industry. If calculated in terms of foreign items, the figure will be 
38.9 billion yuan. 


Total rural product includes the agricultural output value registered by 
state, collectively, and individually run agriculture, the industrial 
output value registered by village and town-run as well as individually 
run rural industries, the building industry, transportation services, and 
commerce, 


The total wages of workers and staff and workers’ cash wages include price 
subsidies issued to workers and staff. 


4006/884 





ECONOMIC MANAGEMENT 


SPEED OF ECONOMIC DEVELOPMENT, ECONOMIC REFORM STUDIED 


Taiyuan JISHU JINGJI YU GUANLI YANJIU [THE STUDY OF TECHNO-ECONOMICS AND 
MANAGEMENT] in Chinese No 5, 85 pp 2-7 


[Article by Zhou Shulian [0719 3219 5571]: "Speed of Industrial Development 
and Economic Structural Reform") 


[Text ] I 


China's industry has developed at a superhigh speed since the end of last 
year. People in the academic circles hold different views on the relationship 
between this superhigh speed and the economic structural reform. Some 
comrades think that the high-speed industrial development is mainly attributed 
to the new economic system. The said: "The economic reform since 1978 has 
brought changes to the national economic system, while the continual expansion 
of the market system's role has enabled China to deploy its essential 
productive forces in a more and more rational way." "The system environment 
which motivated the one-sided quest for output value is gradually vanishing in 
the course of the reform, and the speed of China's economic growth in 1984 was 
by no means the outcome of an one-sided quest for output value." In their 
opinion, the present high-speed is a special feature of the new economic 
System and "we should welcome instead of being afraid of the rapid economic 
growth." Some comrades even believe that the present speed must be maintained 
before we can proceed any further with the economic structural reform; 
otherwise, the reform will meet with difficulties. I feel that these views 
deserve to be further discussed. 


China's industrial development which has been gathering momentum in the past 
several years is certainly inseparable from the economic structural reform. 
Because of the reform, the enterprises have acquired more decisionmaking 
power. They are now more active and more enthusiastic. Their business 
operation and management have been improved, and their technical 
transformation has been accelerated. All these are the causes of a high-speed 
industrial development. Improvement of the external conditions of industrial 
production, such as the development of agriculture, energy resources, 
communications and transportation facilities, foreign trade, and so forth are 
also inseparable from the _ reform. So too is the rapid development of 
collective industry. Therefore, it would be total wrong to ignore or under- 
estimate the effects of the economic structural reform on the speed of 





industrial growth. However, can we say that the present rapid growth should 
be mainly attributed to the new economic system? Can we say that’ the 
traditional economic system which led the enterprises to their one-sided quest 
for output value "no longer carries any weight"? We don't think so because, 
first of all, this does not conform to reality. 


Let us look at this matter from the standpoint of decisionmaking power for the 
enterprises. Although some enterprises had acquired more decisionmaking power 
and become active after the reform, there are still many others which do not 
have the decisionmaking power as they should, and which are still inactive. 
This is particularly true of the large and medium-size enterprises, because 
even now, most of them do not have the necessary decisionmaking power and 
vitality. The number of large and medium-size enterprises in China is’ less 
than 2 percent of the total number, but their fixed assets and their taxes and 
profits account for more than 60 percent of the national totals. According to 
an estimate, only 15 percent of the present large and medium-size enterprises 
are fairly active; 65 percent of them are now in the process of changing and 
have not given any outstanding performance, because of the lack of a_ solid 
foundation; and 20 percent of them are in some predicament and still remain 
basically inactive. (SHIJIE JINGJI DAOBAO [WORLD ECONOMY REPORTER] 22 July 
1985.) According to a survey in Liaoning, only a handful of large enterprises 
are active and most of them are not, mainly because the relationship between 
the state and the enterprises has not been clarified, the functions of the 
government and the enterprises are not entirely separated, the necessary power 
has not been delegated to the enterprises, and some old conventions of certain 
departments are still tying the enterprises' hands. The factory managers of 
some large plants in the machine tool industry sector have complained that 
some decisionmaking power which should be delegated to the lower levels 
accoring to the rulings of the Party Central Committee and the State Council 
has been intercepted by some local administrative departments and cannot reach 
the enterprises. Now we must also pay attention to the practise of 
apportioning expenses among the enterprises. According to investigations 
conducted by some NPC deputies on the Jinzhou Petro-Chemical Industry Company, 
the Shenyang Municipal Mechanical and Electrical Bureau, the Dandong Chemical 
Fiber Corporation and some other units, there are not less than 20 different 
categories of expenses to be apportioned among the enterprises by the 
provincial and municipal authorities and even by the neighborhood offices. 
Many enterprises still cannot have their decisionmaking power. Then how can 
we say that the traditional system "no longer carries any weight"? 


Second, from the standpoint of the market's role. Although the use of the 
market's regulative role has_ produced fairly good effects in promoting 
industrial production and coordinating production with market as well as 
improving the economic results during the past several years, the role of 
market mechanism cannot be over-estimated. First, the market for the means of 
production is still in the incipient stage. Strictly speaking, the market for 
many important means of production does not actually exist. One of the main 
difficulties experienced by the enterprises in production and business 
operation is the lack of reliable sources for the supply of raw materials and 
energy, and there is usually a 20 percent shortage of raw materials for the 
tasks assigned according to state plans. The enterprises always have 
difficulty in obtaining the means of production on the market through the 





channels of commodity exchange. Instead, they have to rely on _ personal 
favors, back-door dealings, bartering and other expedients. Some enterprises 
prefer to have a "boss," rather than their decisionmaking power mainly because 
of the lack of a market for the means of production. If they have no "boss," 
it will be difficult for them to obtain the necessary raw materials and energy 
resources. Second, the pricing is irrational. China's pricing system is very 
irrational and the price reform is only beginning. It is true that the price 
reform in the past several years have promoted production, and until the 
pricing system and the price structure have been basically reformed, it will 
be difficult for prices to play its full role in the rational deployment of 
the essential productive forces. On the other hand, it may even produce many 
negative effects. The blind construction and the irrational duplication of 
projects which now exist have led to an excessive scale of capital 
construction. We cannot say that the irrational pricing system has nothing to 
do with them. On the whole, while noting the success in the use of the 
regulative role of the market, we should also be aware of the existing 
problems. More important still, we cannot confuse the conditions and the 
effects of market mechanism as they are now with what they will be under’ the 
future economic system of corporations. 


Third, from the standpoint of the enterprises' responsibility for profits and 
losses. The profits and losses of an enterprise are now more closely related 
to the benefits of its workers. Among the state-owned enterprises, the 
practice of “eating from the same pot" still exists in the use of funds’ under 
such a responsibility system. Some foreign scholars have called “eating from 
the same pot" in the use of funds a "soft" budgetary restriction. Kernei 
[phonetic], a Hungarian economist, held that "soft budgetary restrictions" are 
brought about by the following conditions: (1) The enterprises are not at 
the receiving end of pricing; they only set the prices. (2) The "soft" 
taxation system. For example, the enterprises can influence the formulation 
of the taxation system and enjoy the preferential treatment of tax exemption 
or tax deferment. The tax laws are not strictly enforced. (3) The state 
fund allocations including the investment allocations which the recipients are 
under no obligation to repay; the long and continual subsidies for prolonged 
losses or for the encouragement of certain activities over fairy long periods; 
the temporary subsidies for temporary losses or for the encouragement of 
certain activities. (4) The system of soft credit, under which loans are 
granted even to those who are unable to redeem them, and to those who can 
postpone their redemption and other payments. (5) The external investment 
under soft conditions which still exist in China. For example, some 
enterprises have raised their prices, legally or illegally, and passed their 
burden on to the consumers in order to obtain more profits. China's taxation 
system is also a soft one, because there can be bargaining between the state 
and the enterprises in addition to the common occurrences of tax evasion and 
other fraudulent practices. For a long time, the system of fund allocation 
with no repayment required has been used in capital construction. These 
allocations have been replaced by loans. However, these are only soft loans, 
because they carry low-interest rates and are repaid out of their before-tax 
prorits (means that the state has to pay the interest), and sometimes, even 
the capital cannot be recovered. As sonme comrades have said, the enterprises 
ire now responsible for their profits, but not their losses. Some enterprises 
have even resorted to fraudulent means for private gains at the expense of the 





State. The tactics they use are many. For example, they can report a lower 
production cost to reduce their losses or even to turn their losses into 
profits; they can keep their losses, incurred through cut prices, in a 
permanent “pending account" instead of reporting them; they can fake sales to 
increase their "profits"; and they can do a lot by juggling the expenses and 
the nonbusiness receipts and payments. The enterprises' responsibility for 
their own profits and losses is one of the main features of the new system. 
In view of the serious practice of "eating from the same pot" in the use of 
funds, however, we cannot say that the traditional system "no longer carries 
any weight." 


Fourth, from the standpoint of the enterprises' code of conduct. Some 
comrades believe that after the reform, the enterprises are now striving only 
for the output value which can be realized and the maximum profit instead of 
the one-sided quest for output value. This view should also be analyzed. 
Because of their newly acquired decisionmaking power and the role of market 
mechanism, the enterprises now have a stronger motive for profits and the need 
to consider the market demand in planning production. In other words, they 
have to consider the question of turning their products into commodities. 
These good effects cannot be ignored. However, the enterprises’ code of 
conduct under the traditional system has not been basically changed. For 
example, because the functions of the government and the enterprises are still 
unseparated, the latter's productive activities are still dictated by he 
administrative organs above. If the higher leadership likes an _ increased 
Output value, the enterprises would still one-sidedly strive for output value. 
Furthermore, output value still serves as the main criterion in assessing an 
enterprise's performance. It is true that economic results are now 
emphasized. However, the assessment of economic results is fairly difficult 
while that of output value is simple and clearcut. For this reason, the 
enterprises are apt to stress the increase in output value and ignore the 
improvement of economic results. Particularly in the present seller's market 
in which supply and demand are serious imbalanced, the increase in an 
enterprise's output value means an increase in its profits, and an 
enterprise's output value means an increase in its profits. It would be much 
easier to increase the output value than to improve kthe quality of products 
or to lower the production cost. That is why the enterprises usually rely on 
their output value as a means of increasing profits. Kernei has pointed out 
that in a socialist economic system, budgetary restrictions are more 
Significant and effective than the profit incentive. He said: "The fact that 
the owner, the administrator and the workers are interested in the increase in 
profits is not enough to determine their code of conduct. When the profit 
incentive is combined with hard budgetary restrictions, their efforts would be 
guided in the direction of actual deeds. However, when profit incentive is 
combined with soft budgetary restrictions, it will at least give the same 
opportunity for the enterprises to manipulate the finance, to raise th: 
prices, and to exert their efforts to obtain 'gifts' from the state." He 


added: "Soft budgetary restrictions are not effective restrictions, becaus 
the financial situation of an enterprise cannot govern its conduct, and money 
cannot play any dynamic role. "No matter how high the price may be, t! 
important thing is to obtain the raw materials and manpower, and the requir 
money can sonmehow be raised.' ‘As long as we can find a contracting unit f 


the project, we need not stop our investment for want of funds, and any 











will be take care of by the state budget.'" (KEJI DAOBAO No 2, 1985 p_ 16) 
Under such circumstances, it would still be inevitable for the enterprises to 
invest blindly and to strive for higher output value. Although the State 
Council issued the call long ago for the speed of industrial growth to be 
controlled at an appropriate rate, some of the measures are still difficult 
for implementation. Blind quests for growth speed and the competitions in 
such speed still exist. These are the effects and manifestations of the 
traditional economic system. 


If the present superhigh speed of industrial development is viewed as mainly 
an inconsistency of the new economic system with realities, then it would be 
even more wrong to call it a special feature of the new economic system. It 
does not mean that industry cannot develop rapidly under the new economic 
System, but rather that, under the new economic system, there should be no 
one-sided quest for high speed and no high speed without better economic 
results. We must note that in the past several years, the speed of industrial 
growth has continued to increase without corresponding improvement in the 
economic results. Since the end of last year, the appearance of a superhigh 
speed has been even accompanied by a deterioration of economic results and may 
possibly lead to some serious disproportion. The kind of speed we want for 
our industrial growth should be helpful to the sustained, stable land 
harmonious development of the national economy. We want not only an 
appropriately high speed, but also a rational economic structure and 
constantly improving economic results. The new economic system should help 
bring about this kind of high speed, because, by that time, the enterprises 
will operate independently and assume sole responsibility for their profits 
and losses, while the soft budgetary restrictions will be replaced by hard 
budget restrictions. The survival and development of enterprises will be 
decided by their profits and accumulation, and only through improved 
management and tehcnical progress can the enterprises increase their profits, 
their workers' wages, and their accumulation. By that time, the investment 
hunger and the lack of control over the consumption fund can be easily 
eliminated and it will be possible to create a buyer's market where supply 
Will slightly exceed the demand. Instead of striving for high speed blindly, 
the enterprises will have in mind the kind of speed that is consistent with 
market demand and with the improvement of economic results. Only this kind of 
high speed can be a special feature of the industrial development under’ the 
new economic system. 


Some comrades said that a high speed of economic growth would create a 
favorable environment for further structural reforms. Our opinion is that 
whether or not an environment is favorable depends on the kind of high speed. 
If the speed is appropriate and accompanied by a rational economic structure 
with fairly good economic results, then it will be really helpful to the 
economic structural reform. If the speed is excessive and accompanied by a 
lop-sided economic structure and deteriorating economic results. then such a 
high speed can never help, but rather obstruct the reform. The reason is that 
when the economic structure is seriously irrational, the proportionate 
relationship is seriously disturbed, and the economic results are 
deteriorating drastically, the required conditions will be lacking for a 
comprehensive and fundamental economic reform, and in particular for those 
reforms, such as price and wage reforms which affect very many people. For 





these reforms, the state must have abundant financial and material reserves 
and a fairly easy economic environment. Striving for excessive speed in 
industrial development will exert undue strain on some of the major 
relationships in the national economy. It will bring difficulties to the 
reform and obstruct certain reform measures. Many comrades have discussed 
this logic. The speed of industrial growth, as we can see, has been on the 
whole helpful to the reform in the past several years. However, the superhigh 
speed since the end of last year has created certain difficulties for the 
price and wage reforms. It is therefore necessary to control the speed at a 
Suitable level in order to promote the economic structural reform. 


Il 


To provide a fairly easy economic environment for the smooth progress of the 
economic structural reform, we must adopt the appropriate policies and 
measures to control the speed of industrial development at a normal level. As 
for the methods to do so, we must control, first, the scale of capital 
construction; second, the increase in the consumption funds; and third, the 
scope of credit and the issuance of currency. In addition, we must’ control 
the use of foreign exhange, make an effort to increase our exports, control 
our imports and use our foreign exchange to better advantage. 


It should be pointed out that while taking measures to control the investment 
in fixed assets, the consumption fund, and the scope of credit, we must do our 
work well in solving the problems in a fair and reasonable way. At present, 
we should check the excessive speed in industrial development as our general 
goal. However, because many departments, areas and enterprises are operating 
under different conditions, we must work out the restrictive or supportive 
policies according to the actual conditions and try as best as we could to 
avoid "applying the same arbitrary formula," in order to reduce unnecessary 
repercussions and losses. Along with the progress of the structural reform 
and the development of the commodity economy, the economic levers will play an 
increasingly important role. Furthermore, as the standard of economic 
management among the cadres at all levels continues to rise, the experience in 
the use of economic levers will also be enriched. Under such conditions, it 
will be entirely possible to lower the speed of industrial development to a 
normal level. 


Of course, our task is not only to lower the speed of industrial development 
to a suitable level, but also to set up some type of social economic mechanism 
to guarantee the sustained and proportionate development of industry at a 
fairly high speed. Thus it will be necessary for the enterprises and _ the 
entire society to be concerned not only with a higher speed of industrial 
development, but also with better economic results in industry. According to 
past experiences, the improvement of economic results is more important than 
the increase in the speed of industrial development, because the sustained and 
harmonious development of industry can be realized only provided the economic 
results are fairly good and continue to improve. The most important task for 
the social economic mechanism that meets these requirements is to help in the 
progress of the economic structural reform. Therefore, particular attention 
should be paid to the following aspects: 





First, the independent operation and responsibility for profits and losses of 
the enterprises must be treated as an important aspect of the economic 
Structural reform. In the "Decision of the Party Central Committee Concerning 
the Economic Structural Reform," it is stipulated that "the enterprises must 
be helped to become relatively independent economic entities and _ socialist 
commodity producers and dealers who will be able to operate independently and 
be responsible for their own profits and losses in a true sense." Here lies 
the essence of the economic structural reform, because all reform measures and 
activities should be helpful in solving this problem. In other words, all 
reform measures and activities should help the enterprises to operate 
independently and to be responsible for their profits and losses. Great 
Stress is being laid on the need to delegate more authorities to the 
enterprises and to let them make more profits in order to increase their 
vitality. This is necessary. However, we must also understand that issuing 
such a call alone is not enough, because the enterprises must also be really 
responsible for their own profits and losses. There are relations as well as 
distinctions between independent operation and responsibility for profits and 
losses. Enterprises certainly cannot be without independence, but they must 
also be responsible for both profits and losses and not for profits alone. An 
enterprise must be truly able to operate independently and to assume 
responsibility for its own profits and losses before it can truly become 
commodity producers and dealers. Such conditions must prevail before the 
enterprises can be strongly motivated to improve their economic results and to 
witnstand the tremendous pressure in this respect, and before the state can 
use such economic levers as prices and credit to encourage continued efforts 
On the part of the enterprises to improve their economic results. Certainly, 
the enterprises must go through some process before it can operate 
independently and be responsible for their own profits and losses, but this 
process must be continued in the course of the reform. The reform must 
proceed with this as its central task, and care must be taken to prevent it 
from deviating from its proper path and, more important still, from going in a 
counter direction. There are now signs of obstruction to the enterprises 
being responsible for their profits and not their losses. Therefore, we must, 
on the one hand, keep the functions of the government and the enterprises 
separated, further simplify the administration and delegate more authority to 
the lower levels. On the other hand, we must clearly define the 
responsibility of the enterprises, strictly enforce financial and economic 
laws, and tighten the budgetary restrictions on the enterprises. Only thus 
can we create an economic mechanism which can correctly handle the 
relationship between speed and economic result within the enterprises. 


Second, the gradual formation of a buyer's market in which the supply will be 
Slightly larger than the demand so as to encourage competition among the 
enterprises. Such competition is a strong motive force for the enterprises to 
improve their economic results. Only through competition can we restrain the 
enterprises from blindly striving for speed of increase in their output value, 
and induce them to shift the focus of their operation and management on to the 
path of improvement of economic results by various means. One important 
prerequisite for the enterprises to start their competition is their 


S 
independent operation and their responsibility for profits and losses, and 
another prerequisite is the formation of a buyer's market. Some comrades do 
not believe in the possibility of a buyer's market. I do not share this view. 








Theoretically, it is possible for a socialist country to practise planned 
economy and to form a buyer's market in which the supply is slightly larger 
than the demand, through scientific planning and economic management. Along 
with the development of the economic structural reform and the improvement and 
strengthening of planning, and as long as we can properly control the scale of 
fixed asset investment and the consumption funds, we can certainly form a 
buyer's market in which the supply of most products will be slightly larger 
than the demand. From this, we can see that the policies and measures for 
conterolling the scale of fixed asset investment and the consumption funds are 
necessary not only for an appropriate speed of industrial development, but 
also for the formation of such a buyer's market. 


Third, the establishment and strengthening of a system of scientific 
macroeconomic regulation and control. In order that the enterprises will truly 
place the improvement of economic results in the first place and properly 
handle the relationship between speed and result, the state has to strengthen 
and perfect its macroeconomic control, regulation and management. Therefore, 
it is necessary to establish and continue to strengthen a system of 
macroeconomic control and regulation. Like the enterprises going through some 
process in independent operation and responsibility for profits and losses, 
the establishment and strengthening of a system of macroeconomic control and 
regulation has also to go through some process, and the two processes should 
be closely coordinated in steps and in contents. More important still, such a 
System must be suitable for the independent operation and responsibility for 
profits and losses of the enterprises. In other words, this system should 
help in the realization of the overall and long-range social interests and be 
Suitable for the enterprises' code of conduct. For example, whenever the 
budgetary restricts for an enterprise becomes rather "soft," the macroeconomic 
control and regulation should not over-rely on the use of such economic levers 
as price and credit, but rather resort to mandatory plans and administrative 
measures. Whenever the budgetary restrictions for an enterprises is rather 
"hard," then, under this system, we should attach even greater importance to 
these economic levers and reduce the mandatory plans and other’ unnecessary 
administrative interventions. Experiences have proved that enterprises may 
have different codes of conducts because of their different economic 
environments and other conditions. Unless the special characteristics of the 
enterprise's codes of conduct in different periods are taken into 
consideration, it will be difficult for the macroeconomic control and 
regulation to obtain the expected results. Of course, it is possible to 
change the enterprises’ economic environment and other conditions through 
macroeconomic control and regulation, and then to change certain codes of 
conduct among then. There is also the problem of mutual coordination of the 
various measures of macroeconomic control and regulation, and we should attach 
great importance to its solution in the course of the economic structural 
reform. 


Fourth, a serious and in-depth study of some questions. To form the necessary 
social economic mechanism which will bring about a sustained and harmonious 
industrial development at a fairly high speed, there are many questions 
requiring our investigations and study. For example, what essential changes 
have occurred in the relationship between China's state-owned enterprises and 
the state during the reform in the past several years? The answer to this 





question concerning an assessment of the present conditions of China's 
socialist enterprises cannot be very specific. Some comrades said that the 
present superhigh speed of industrial development is mainly attributed to the 
new system; others attributed it to the old system. This difference of 
opinion should be settled by a scientific verdict on the basis of serious 
investigations and study. Again, what are the factors governing the state- 
owned enterprises' code of conduct? What were the main codes of conduct in 
the past, what are the main codes of conduct at present, what codes have 
undergone changes and what have not and for what reason? The study of the 
enterprises’ code of conduct is a very important task. We must clarify these 
questions before we can work out scientific policies for macroeconomic control 
and regulation. Again, what are the characteristics of the state-owned 
enterprises' responsibility for their profits and losses, and what are the 
differences between these characteristics and those of collective enterprises, 
individual enterprises, and the enterprises of capitalist countries? We must 
also study such questions as in what forms do state-owned enterprises assume 
the responsibility for profits and losses, what models of goals should be 
adopted, through what steps and stages, and what are the differences between 
the scopes and the degrees of such a responsibility. Again, there are such 
questions as what form of operations can be adopted by state-owned 
enterprises, what are the characteristics and strong points of different forms 
of business operations, and what conditions are the characteristics suitable 
for? Can socialist state-owned enterprises adopt the corporation system under 
which the workers of their own and other units can become share-holders? Can 
the ownership rights of state-owned enterprises be divided? For example, with 
the recognition of the state's ownership as a prerequisite, can the ownership 
rights of the state-owned enterprises themselves be affirmed? Can we say that 
while the state has the absolute ownership rights, the enterprises also have 
the relative ownership rights? In this connection, we have also to study the 
question of the ownership structure in industry, including the questions of 
which forms of ownership to be permitted, the trend of their development, and 
the principles, policies and measures to be adopted. Again, what changes have 
occurred during the reform in the state-owned enterprises’ relations of 
interests, including the changes in the relations of interests among the 
State, the collective and the individual workers, the enterprises’ long-range 
benefits and the causes, effects and trend of the present changes. We should 
also attach great importance to the study of the way iu which the state-owned 
enterprises should handle the various relations of interests, the measure to 
be adopted, and the steps to be taken in correctly handling these relations. 
Again, what changes have been brought about by the use of economic levers 
among the enterprises? How to make full use of various economic levers’ to 
regulate and control the conduct of enterprises? Because of the changes in 
the enterprises’ conditions of operation and in their codes of conduct, the 
role of economic levers have also undergone changes. Then what changes have 
occurred, and which changes are good and which are no good for the healthy 
development of industry? And what policies should be adopted? Again, as the 
Steps to be taken in the reform, how should the relationships between the 
promotion of the enterprises’ independent operation and responsibility for 
their profits and losses on the one hand, andthe reforms of the pricing 
system, credit system and financial system on the other be handled? The 
enterprises’ independent operation and their responsibility for profits and 
losses depend on the reforms of the pricing, credit and financial systems. 








There are differences between them, although all reforms should be helpful in 
promoting the enterprises' independent operation and their responsibility for 
profits and losses. What have we learned from our experiences concerning 
these questions, what are the present problems, and how can the future reforms 
persist in promoting the enterprises' independent operation and responsibility 
for profits and losses as their central task? All these are extremely 
important questions. 


There are still many other questions to be studied. This article has 
presented some views mainly in the form of questions for the purpose of 


"casting a brick to attract jade." The readers are invited to cortrect the 
mistakes. 
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ECONOMIC MANAGEMENT 


XIZANG HOLDS FORUM ON REFORM OF ECONOMIC SYSTEM 
HK271414 Lhasa Xizang Regional Service in Mandarin 1130 GMT 20 Mar 86 


/Excerpts/ According to XIZANG RIBAO, a theoretical forum on reform of Xizang's 
economic system concluded on 18 March in Lhasa. 


The forum maintained that over a long period of time, the guiding thought on 
the region's economic work and the region's economic system was seriously 
divorced from Xizang's reality. Xizang indiscriminately copied the practice 

of other provinces and regions and took grain as the key link in rural areas. 
It impractically put forth the target of achieving agricultural mechanization 
in a couple of years. In the industrial field, it made bricks with straw, set 
up political factories, and did such things as filling the gaps in some areas. 
The region really did quite a lot of impractical things. We have not yet 
discovered a road suited to Xizang's reality in economic development. 


We have encountered many difficulties and problems in the current reform of 
Xizang's economic system. To solve these problems and difficulties, which 
depends on our joint efforts, is also an unshirkable duty for theoretical 
workers in the region. For this reason, leading comrades of the regional CPC 
Committee have paid serious attention to the theoretical forum. They sincerely 
hoped that the participants would earnestly sum up experiences and draw lessons 
from Xizang's economic work since the peaceful transformation; continue to 
eradicate leftist influence; straighten out their guiding thought on economic 
work; explore the objective laws governing Xizang's economic development; 
discuss major problems concerning Xizang's economic development; and study a 
strategic plan for social and economic development in Xizang, so as to provide 
a theoretical basis for reforming the economic system. In their instructions, 
leading comrades of the regional CPC Committee pointed out the tasks for the 
forum and the path for the region's economic theoreticians in their research. 


In discussions, some comrades said: In straightening out our guiding thought 
on economic work, we must understand deeply the importance of developing the 
region's economy through our own efforts and following a benign cycle. 


The purpose of carrying out economic activities is to upgrade the Livelihood 

of the masses. We must try our best to do more practical things to help the 
masses get rich. We must not lay undue stress on a high growth rate and output 
value, nor should we pay attention to filling the gaps in industrial or other 
fieids. 








The guiding principle in economic work is that we must act in accordance with 

local conditions and give different guidance on different work. We must avoid 
copying others indiscriminately and carrying out work without making concreie 

analysis. 


We must work out strategic steps for economic development in a prudent and 
steady way and according to our own abilities. We must avoid being impatient 
for success and avoid the practice of telling lies, boasting, and making empty 
promises in economic work. 


The participants also held serious discussions on the strategies for Xizang's 
development. They believed that in the past we paid less attention to overall 
planning and long-term strategic plans, so we made policy decisions on economic 
development blindly. In view of this, we must seriously study the strateg‘es 
for economic development in the region, and must not talk about the problem in 
generalities. We must conduct investigation and research and make convincing 
exposition after obtaining a vast amount of information. 


The participants put forth some valuable suggestions on how to carry out the 
region's economic work properly. 


They also put forth many valuable suggestions and tentative ideas on the solu- 
tion to the surplus workforce, on expanding the decision making power of 
enterprises, on developing tourism in the region, and on energy and the power 
industry. 


Some specialists and leading comrades of economic departments were invited to 
deliver speeches at the forum. They aired their views on the existing problems 
in the region's capital construction and power industries and on how to solve 
these problems in the reform, giving some new ideas to the participants. 
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ECONOMIC MANAGEMENT 


NPC DEPUTIES FROM LIAONING DISCUSS ZHAO REPORT 
OW310926 Beijing XINHUA Domestic Service in Chinese 1244 GMT 30 Mar 86 


/Text/ Beijing, 30 Mar (XINHUA)--In discussing Premier Zhao Ziyang's report 
made at the fourth session of the Sixth National People's Congress, deputies 
from Liaoning Province, an old industrial base in China, held that to accelerate 
the replacement of the old system by a new one, it is necessary to carry out 
economic reform and thoroughly transform the old, rigid economic patterns 
practiced by large and medium-sized state enterprises. 


Deputy Li Changchun, secretary of the Shenyang City CPC Committee, said: Major 
large and medium-sized enterprises play a major role in achieving socialist 
modernization, There are 151 large and medium-sized enterprises in Shenyang 
City. In number they account for only 3 percent of the city's industrial 
enterprises, but their fixed assets account for 72 percent of the total of the 
city's industrial enterprises. If our country can quickly free these large 

and medium-sized enterprises from their old, rigid economic patterns, a new 
situation will certain emerge in our economic development. 


Liaoning is one of China's major industrial bases built during the First 5-Year 
Plan period. There are over 500 large and medium-sized enterprises with a 
fairly complete range of products. However, restricted by the old economic 
system for years, they have not been able to play their role as effectively as 
they should. Deputy Quan Shuren, governor of Liaoning Province, said during 

a discussion: Since the 3d Plenary Session of the llth CPC Central Committee, 
particularly since the last 3 years of the Sixth 5-Year Plan, Liaoning's 

large and medium-sized enterprises have made some progress in carrying out 

some reforms. However, the task has proved to be too much because the enter- 
prises are old, the personnel are old, and the equipment is old. As far as 
operational guiding principles are concerned, there are three outstanding 
problems with these enterprises that have not been satisfactorily solved: 
First, the influence of unified state control over production, supply, and 
marketing and over the distribution of personnel and materials still remains 
strong in these enterprises, and the practice of "eating from the same big 

pot" of the state has not been completely eliminated; second, the old system 
characterized by separation of regions and departments and closed-door opera- 
tions has not been transformed; third, some enterprises still go after something 
"big and complete," and the mentality that there is no need to seek help from 
anybody still remains. Quan Shuren held that to solve these problems, it is 





necessary to act upon the suggestion made by Premier Zhao Ziyang in his report: 

"We should further enhance the vitality of enterprises, especially large and 
medium-sized state enterprises, in order to make them relatively independent 
entities and to enable them to become independent producers and dealers of 
socialist commodities who are solely accountable for their own losses and profits." 


The deputies from Liaoning Province held that to further invigorate large and 
medium-sized enterprises, it is very important to do well the following tasks: 


First, after they are given decisionmaking powers, large and medium-sized 
enterprises should try to improve the responsibility system according to their 
actual needs as conditions permit. 


Second, large and medium-sized key enterprises should develop lateral economic 
association with other units because this will help eliminate the old, closed- 
door system characterized by the separation of regions from departments and 

of regions from other regions. 


Third, large and medium-sized key enterprises should concentrate on self- 
transformation and self-development by relying on their own efforts, 


Fourth, large and medium-sized key enterprises should experiment to improve 
the system of factory directors or managers assuming full responsibility. 


The Liaoning deputies maintained that it is entirely possible to achieve our 
reform targets if we act upon the guidelines of the Seventh 5-Year Plan, 
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ECONOMIC MANAGEMENT 


WUHAN CITY STRENGTHENS HORIZONTAL ECONOMIC TIES 
HK260919 Wuhan Hubei Provincial Service in Mandarin 1100 GMT 24 Feb 86 


/Text/ In strengthening horizontal economic ties between rural and urban areas 
and developing the planned commodity economy, we must adhere to the principle 
of mutual benefit and mutual accommodation. Some economic management depart- 
ments and enterprises of Wuhan City should not be so calculating. They should 
be farsighted and should spread their products, technology, information and 
trained people to other places, so that Wuhan will be able to really act as a 
key city with many functions. 


These remarks were made by Wang Qun, deputy secretary of the provincial CPC 
Committee and first secretary of Wuhan City CPC Committee, at a forum held 
this morning on developing horizontal economic ties between Wuhan City and 
Hanchuan County. 


With the deepening of the reform over the past few years, Wuhan City and 
Hanchuan County have taken firm steps forward in developing horizontal economic 
ties between rural and urban areas. Aiming at the market in Wuhan City, 
Hanchuan County has readjusted its structure of nroduction with the establish- 
ment of a number of vegetable, aquatic and poultry bases. As a result, Hanchuan 
County has become a large warehouse of fresh and live products for Wuhan City. 
In turn, Wuhan has done a great deal of valuabl- work for the economic develop- 
ment of Hanchuan by supplying trained people, technology, equipment and funds. 


At the forum, principal leaders of Wuhan City, Xiaogan Prefecture and Hanchuan 
County as well as responsible comrades of the departments concerned, adhering 
to the principle of mutual benefit, focused discussions and exchanged views 
mainly on the development of economic cooperation in varied forms between the 
two sides; the establishment of farm and sideline product bases; the spread of 
products; the exchange of trained people and technology; and policies for 
developing horizontal economic ties. 
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ECONOMIC MANAGEMENT 


NATLONAL CONFERENCE ON CONSTRUCTION FUNDS HELD IN SHANDONG 
SKO70611 Jinan Shandong Provincial Service in Mandar.n 2300 GMT 6 Apr 86 


/Text/ The national conference on the management of funds earmarked for ke: 
projects was held in Zibo City on 5 April. Present at the conference were 
presidents of construction banks in various provinces, municipalities, and 
autonomous regions; and comrades of the State Planning Commission, the Ministry 
of Finance, and other pertinent departments. 


The conference was devoted to discussing ways to further strengthen the manage- 
ment of funds earmarked for key projects, to provide funds in a timely manner, 
and to supervise on the reasonable utilization of funds on the basis of summin 
up and exchanging the experiences gained by various construction banks over 

the past 3 years in managing the funds earmarked for key construction project 


Zhou Daojiong, president of the People's Construction Bank of China, pointed 
suc: To attain the magnificent gouls of effecting a vigorous economic develop- 
ment by 1990 and quadrupling the vross industrial and agricultural output valu 
by 2000, the state has arranged more key construction projects for this year 
than last year, thus adding to the burden on the construction banks to manage 
and use construction funds well and to give support to the construction of key 
projects. Therefore, the large number of cadres, workers, and staff members 
are required to strengthen the management of construction projects, to rai 

the management of financial affairs and funds to a new level, and to make new 
contributions to ensuring the progress of key projects, accelerating the con 
struction speed of key projects, and improving the efficiency of investment 


in Key projects. 
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FINANCE AND BANKING 


BANKER ON RAISING FUNDS FOR PRC IN HONG KONG 
HK1 30030 Beijing XINHUA Hong Kong Service in Chinese 0805 GMT 1 Apr 86 


[Article by Zeng Jinlun [2582 6930 0243], deputy director of the Hong Kong 
and Macao Administrative Department of the Bank of China and general 
manager of the Hong Kong Branch of the China and South Sea Bank: ‘Make 
Full Use of the Hong Kong Market To Raise Funds for the Four Modernizations" 
[Text] Hong Kong, 1 Apr (XINHUA)--The second issue of "“GANGAO JINGJI 
JIKAN" ("HONG KONG AND MACAO ECONOMIC QUARTERLY"] carries the following 
article by Zeng Jinlun: The implementation of our country's Seventh 

5-Year Economic Development Plan has already begun. During the Seventh 
5-Year Plan period, our country will enter into the construction of 

its energy, communications, telecommunications, and urban basic facilities 
and vigorously transform the technology in our old enterprises. All this 
has to be funded by large amounts of foreign exchange. In order to raise 
these foreign exchange funds, we should strive to increase our exports 

and income from invisible trade and strive to obtain more preferential 
loans from international banking institutes. However, we should also 
appropriately raise commercial funds in the international capital market 

in order to make up for our shortage of foreign exchange. 


At present, there is an ample supply of funds in the international capital 
market, which provides a favorable opportunity for borrowers of good 
credit standing and respectability. Owing to our country's good credit 
worthiness, international bankers are much interested in the market in 
our country; therefore, our country should be able to obtain loans with 
relatively preferential terms. 


Hong Kong is the third largest international financial center and is also 
a major market for raising long-term funds in the Asia-Pacific region. 
Therefore, it has better conditions for continuing to play its role for 
our country in raising commercial funds in the international capital 
market. 


The basic conditions that Hong Kong has for becoming a major market for 
our country to raise funds for its four modernizations are: 


1. There are many big international banks in Hong Kong, which can provid 
know-how and ways to raise funds. 
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Besides, some unit trust management companies have already established 
investment:funds specially related to business in China and invested some 
of the funds in Hong Kong and foreign enterprises related to the Chinese 


market. 


In addition to the above basic conditions for our country to raise foreign 
exchange funds in the outside world, compared with other financial centers, 
Hong Kong has its unique conditions. Hong Kong is situated at the southern 
gate of our country. Compared with New York, London, and the other two 

major financial centers in the Asia-Pacific region--Tokyo and Singapore--Hong 
Kong has the geographical advantage of being situated near the Chinese 
mainland. Because of this geographical closeness, it is extremely convenient 
for people on the Chinese mainland and Hong Kong to visit and communicate 
with each other. Hong Kong and the mainland have the same culture and 
language. A fairly large portion of the people in the Hong Kong financial 
circles and many of Hong Kong's professionals are Chinese, who have even 
closer relations with the mainland and who are not only familiar with the 
political and economic structure and operations on the mainland, but also 
know the language to contact the people there. This is an advantage 
concerning human relations for Hong Kong. In addition, many mainland 
financial and commercial institutes have had widespread business networks 

in Hong Kong for many years and know relatively a lot about Hong Kong's 
tinancial market. All these are advantages for Hong Kong in competing 

with other international financial centers in doing business in China. 


From another point of view, intensifying China's use of Hong Kong's 
financial market would also facilitate consolidating and upgrading Hong 
Kong's position as an international financial center. Although Hong Kong 
already has become a major financial center in the Asia-Pacific region, 

its future development is to a certain extent restricted by its “inherent 
shortcomings" such as the relatively small economic scale and the Limited 
internal demand for funds. Therefore, if the Japanese government gradually 
relaxes its financial control in the future, Tokyo will become Hong Kong's 
primary competition. The major advantage for Tokyo is the fact that Japan's 
economic scale is much larger than Hong Kong's. However, if Hong Kong 

is backed by the Chinese mainland and if the mainland intensifies its 
activities to raise commercial funds in Hong Kong, I believe that Hong 
Kong's competitiveness as a financial center will be greatly enhanced. A 
foreign banker once said publicly that Hong Kong's future success would 
depend on whether it would be able to become China's financial center. 
Moreover, if the mainland intensify its fund-raising activities in Hong 
Kong's securities market, such as issuing bonds and commercial bills there, 
then it would help the development of a secondary market in which these¢ 
tools are used to raise funds and thus help provide Hong Kong with better 
conditions to become a diversified and well-developed world financial center. 


fo sum up, with its position as an important financial cneter in the 
Asia-Pacific region and with its favorable geographic location and human 
relations, Hong Kong has all the conditions for becoming an important site 


for our country to raise tund in the outside world to finance its tout 


modernizations. Hong Kong is also entirely able to give better play to its 








role as a bridge or springboard tor our country in strengthening our 
country's relations with other world financial markets. On the other 

hand, we can also expect that by intensifying its use of Hong Kong's 
tinancial services, the mainland will help Hong Kong to continue to 
consolidate and improve its position as a world financial center. 
Therefore, raising funds in Hong Kong by the mainland is conducive not 

ynly to our country's four modernizations, but also to Hong Kong's economic 


Weide 


prosperity and stability. 








FINANCE AND BANKING 


BANK OF CHINA ON JANUARY-MARCH SAVINGS 
OW101350 Beijing XINHUA in English 1209 GMT 10 Apr 86 


[Text] Beijing, 10 Apr (XINHUA)--China's savings deposits totalled 178.89 
billion yuan at the end of March, 10.3 percent up from three months earlier, 
the People’s Bank of China said today. 


The increase of 16.63 billion yuan of savings deposits between January and 
March was 2.06 billion yuan more than the rise in the same period last 
year. The fixed deposits account for 91 percent of the increase, and the 
urban deposits for 67 percent, the bank said. 


The People's Bank, which is China's central bank, attributed the progress 
to various measures, including the stepping up of savings publicity, better 


services and a growing number of banks. 


Government and bank officials have been stressing the importance of 
increasing savinys deposits as a means of raising more funds for China's 


rapidly developing economic construction. 


\part from the work of the banks, the continuing rise in people's living 
standards is also a major reason for the increase in savings, said a bank 
official. 


The average annual wage for an urban worker increased by 414 yuan over the 


past five years wi e the income of an average peasant has risen by 209 yuan. 


Last year, savings deposits in China averaged a record ‘60 yuan for each of 
’ 
‘ 


. , ‘ 1 
China s one bi 


lion people, up 43 yuan from 1984. 








FINANCE AND BANKING 


LI ZIQI ON IMPROVING SAVINGS DEPOSIT WORK 


HK120838 Lanzhou GANSU RIBAO in Chinese 29 Mar 86 p 1 


[keport by Wang Shengli [3769 0524 0448]: “Carry Out Savings Deposit Work 


in a Lively Way to Raise Funds and To Benefit the State and the 
People--Comrade Li Ziqi Went to Bank Offices and Savings Centers To 
Acquaint Himself with the Situation and To Guide Work" ] 


[Text] On the afternoon of 28 March, provincial CPC Committee Secretar 


Li Ziqi went to the savings centers of the Industrial and Commercial Bank 


on Dingxi Road South and the central square, the Lanzhou office of the 
Bank of Agriculture, and the office of the Lanzhou branch of the Bank of 
China to inquire into the bank savings work and the work, study, and live 
of the workers and staff members. He also attended the ongoing meeting 
of the Gansu two-level sub-branch head meeting of the People's Bank of 
China to discuss banking work with the participants. In his speech, he 
stressed that the reform of the banking system should be centered on 
three issues--increasing savings, improving services, and using capital 
rationally. 


In recent years, with the development of Gansu's economic construction, 
the income of the urban and rural residents throughout the province ha 
constantly increased and a growing number of people deposit their mone: 
in banks. In 1985 the province's total savings deposits increased 

960 million yuan, overfulfilling the state savings quota by 70 percent. 
Gansu is higher than the national average level in terms of increased 
savings volume and margin, as well as savings rate for every 100 yuan otf 
ages. By the end of last February, the balance of savings deposit 
throughout the province was more than 2.1 billion yuan. Comrade Li Zigqi 
expressed his satisfaction over the savings work in our province. He 
said: The banking departments and affiliated organizations have made a 
good account of themselves in the past few years. The bank workers and 
staff members have worked very hard. In the face of arduous tasks, the 
have been working intensively year in and year out. They have attained 
remarkable successes in carrying out the state banking prin if lé and 
policies, energetically raising funds, and supporting our province: 


economic development . 


~ 
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FINANCE AND BANKING 


ANALYSTS WARN OVER FEC UNCERTAINTIES 


HK140500 Hong Kong HONG KONG STANDARD (BUSINESS STANDARD supplement) in 
English 14 Apr 86 p l 


[By Cynthia Yuen] 


[Text] Continued uncertainty over China's Foreign Exchange Certificates 
[FEC] will jeopardize trade negotiations and transactions, analysts have 
warned. 


FEC holders have been dumping the certificates since a top ranking Chinese 
official revealed earlier this month that Beijing intended to abolish them. 
This selling spree is likely to push down the value of renminbi [RMB], 
currency specialists feel. 


The market agitation was triggered by an April 3 news conference by 

Vice Premier Yao Yilin who said FEC's would be abolished and renminbi 
made the sole currency circulating in China. While he considered making 
the renminbi freely convertible as premature, Mr Yao did not specify how 
and when the FEC's would be formally withdrawn. 


Beijing authorities have been keeping details of replacing the FEC's to 
themselves. Analysts feel that it is time that Beijing defined the 
guidelines during the transition period. Any further delay will only 
deepen market worries. 


Mr S.C. Tam, adviser to the Beijing Representative Office of Hokkaido 
Takushoku Bank, told BUSINESS STANDARD that FEC holders, as well as 
foreign investors who have signed or are negotiating contracts involving 
FEC, have been concerned about the move. 


"If uncertainty about the FEC prevails, normal trade transactions and 
negotiations would surely be hindered," he said. 


There have been conflicting views about the impact of FEC's abolition on 
the value of RMB. Acting director of Bank of China's Institute of 
Finance Wu Nianlu told a China trade seminar last week that the abolition 
of FEC's should not result in the devaluation of the renminbi. Mr Tam 


disagreed. 








"Since people don't know what will become of FEC's, they're trying to get 
rid of them lest the Chinese government's replacement policy will cause 
them undue losses. Their selling of FEC‘'s will inevitably push the value 
of renminbi down." 


Under the official rate, FEC is on par with the renminbi, but its street 
value is 30-40 percent higher. 


The abolition of FEC's is seen by analysts as a move in the right direction. 
The coexistence of two currencies in China has bred speculative transactions 
and fuelled the currency black market. Besides abolishing FEC's the 

Chinese government will have to formulate and vigilantly enforce a set 

of regulations to control the irregularities in hard currency utilization. 


FEC'’s were introduced in 1980 to curb the circulation of foreign currencies 
and to calculate retained forex earnings for companies handling foreign 
trade. The demand for hard currencies has stabilized by now and it is 
possible to achieve the distribution of forex quotas through other means. 
China can afford to get rid of FEC's, analysts feel. 


But to avoid currency chaos China must ensure that the circulation of 
hard currencies is illegal, some analysts feel. 


Mr Tam noted that the wide circulation of the Hong Kong dollar in Shenzhen, 
Guangzhou and some major cities, would call for additionai controls in 
those places. 


The Chinese undoubtedly are pondering a workable scenario tor a smooth 
transition. Mr Tam suggested a minimum grace period of 6 months for 
Bank of China to collect all FEC's in the market. During the period 
FEC holders should be allowed to change their certificates into foreign 
currencies upon showing up their exchange coupons. 


However, difficulties are likely to arise where the FEC holder is unable 
to submit exchange coupons. In such circumstances, it may be a little 
difficult to decide on the currency in which to trade with the FEC hoider, 
and the situation would warrant careful attention and special measures. 


/12858 
CSO: 4020/280 





FINANCE AND BANKING 


NATIONAL FORUM ON AUDITING HELD IN HUBEI 
HKO91240 Wuhan Hube! Provincial Service in Mandarin 1100 GMT 8 Apr 86 


[Text] The national ~™ »o&® auditing work in administrative, cultural, 
and educational depart. . which was held in Wuchang from 1 to 8 April, 
put forward: It is necessary to regularize, systematize auditing work 

in the administrative units and institutions throughout the country and 
to make it attain a new level. 


Regularly submitting the accounts of administrative units and institutions 
for auditing first commenced in Xiangfan City in May i984. Due to the 
characteristics of this work--university, continuity, prevention, and 
{words indistinct], violations ot discipline can be promptly and widely 
controlled. This work therefore shows great vitality and importance has 
been attached to it by auditing departments throughout the country. The 
work was popularized by some 500 auditing bureaus in 21 provinces, 
municipalities, and autonomous regions throughout the country in only over 
a year. According to incomplete statistics, last year, after accounts 
were regularly submitted for auditing, things were found wrong with the 
accounts involving some 200 million yuan. Auditing played an important 
part in curbing violations of discipline and correcting unhealthy trends. 


The Auditing Administration has decided to regard auditing in administrative 
units and institutions as an experiment and to gradually carry it out. 


At this forum, the representatives from throughout the country unanimously 
supported the decision of the Auditing Administration and declared that 
within the sphere of the functions and powers specified by the state, they 
would formulate specific measures to guarantee the smooth progress of 
popularizing the work. 


/12858 
CSO: 4006/932 
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SICHUAN HOLDS TELEPHONE CONFERENCE ON STATE BONDS, BOND HOLDERS 


HK141328 Chengdu Sichuan Provincial Service in Mandarin 0030 CMT 10 Apr 86 
[Text] On the evening of 9 April, the provincial government held a 
telephone conference on the arrangements of the sales of 1986 state bonds 
and handling problems of small bond holders. Vice Governor Gu Jinchi 

put forward specific requirements for selling the 1986 state bonds. 


He said: First, we must heighten our understanding. Second, we must 
strengthen the leadership of organizations. Third, we must assign tasks 
to units of the lower level in a rational way. Fourth, we must carry out 
the propaganda and mobilization work in an in-depth and painstaking way. 
Fifth, we must popularize the effective methods that have been proved 
practical ° 

Comrade Gu Jinchi said: The issuance of state bonds is not purely an 
expedient measure for overcoming financial difficulties. Rather, it is 
an important means of the state for raising construction funds, and is 

a necessary measure for readjusting the macroscopic economy. It is the 
bounden duty of all units and citizens that they should actively purchase 
the state bonds and support the modernizations. 


Vice Governor Gu Jinchi stressed: overnments at all levels, as well 
as al] departments and units concerned, must assign special leading comrades 
perfect organizations that collect funds 


and give play to the role of mass organizations. They should plan well 


to handle the work. They shouid 
the work of collecting funds and assign tasks in a rational way. 


In his conclusions, Vice Governor Gu Jinchi made arrangements for handling 


kK 7 ‘ - | } } LL, 
probiems OTF smail bond holders. 


, , ° ‘ , ’ ' ‘ ‘ ’ . rn , 
Liu Haigquan, vice chairman of the Provincial People s Congress Standing 
Committee, also spoke at the conference. 


/128 ie) 


, 


( SU: 4006/ ¥ $2 





FINANCE AND BANKING 


BRIEFS 


GOLD CONFERENCE HONOREES--At the recent national work conference on gold 
production, the Ministry of Metallurgical Industry commended six counties 
with high yields of gold and three gold mines in the province. Zhaoyuan 
County was conferred the honorary title of more than 100,000 liang in 
annual gold output in 1985. Rushan, Muping, Qixia, Huangxian, and Yexian 
counties were conferred the honorary title of more than 10,000 liang in 
annual gold output in 1985. The Zhaoyuan gold mine and the (Tanzhuang) 
and (Hexi) gold mines in Zhaoyuan County were conferred the honorary title 
of advanced enterprises in gold production in 1985. [Text] [Jinan 
Shandong Provincial Service in Mandarin 2300 GMT 9 Apr 86 SK] /12858 


AGRICULTURAL BANK MAKES LOANS--Beijing, 10 Apr (XINHUA)--The Agricultural 
Bank of China has provided 661 million yuan in loans so far this year to 
help thousands of rural enterprises overcome difficulties, according to 

ink officials. Many of these township enterprises, which were being built 

r expanded, halted work towards the end of last year because of financial 
problems. To support them, the agricultural bank is raising money by issuing 
1.5 billion yuan worth of savings bonds in rural areas. The bonds offer an 

l interest rate of nine percent. They were first issued last November, 

ind so far, 746 million yuan worth have been sold. Ihe money is then lent 

in special credits to rural enterprises in difficulty. Incomplete statistics 
trom seven provinces and municipalities show that 2,800 businesses had been 
rescued in this way up to the end of February. The bank is also providing 
loans tor individual households specializing in various types of rural 
production. It has lent more than 100 billion yuan to such household 
businesses over the past five years. [Text ] [Beijing XINHUA in English 

831 CMT 10 Apr 86 OW] /12858 


CSO: 4020/280 
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BRIEFS 


SHAANXI IMPROVES INDUSTRIAL PERFORMANCE--The government at all levels in 
Shaanxi has actively strengthened leadership over industrial production and 
worked to solve problems. Production started to revive in March, and output 
value showed a 3.36 percent increase over the same month last year. Output 
value in the first quarter showed a slight increase over the same period last 
year. After the provincial government held an urgent conference on industrial 
ind communications production, all areas and departments took practical steps 
to reverse the decline in industrial output. The cadres of the industrial 
departments went to the grassroots to work there and help the enterprises 
solve problems. The banking departments have closely cooperated with the 
industrial departments in supporting enterprises strapped for capital. By now 
the problem of urgently-necded circulating funds totalling 40 million yuan in 
some enterprises in the machine-building, petrochemical, and textile 
industrics has been solved. [Text] [Xian Shaanxi Provincials Service in 
Mandarin 0030 CHT i2 Apr 86 HK] /12913 


GUANCDONG SLCOND LIGHT INDUSTRY--The gross output value of Guangdong 
Province'’s second light industry in the lst quarter of this year reached some 
1,702 million yuan, an increase of 23 percent over the same period last year. 
The amount of taxes and profits in this quarter was some 140 million yuan, an 
increase of 12 pecent over the corrcespouding period last year. [Summary] 
[Guangzhou Guangdong Provincial Service in Mandarin 0400 GMT 14 Apr 86 IILK 
/12913 


JIANGSU LIGHT INDUSTRY--Jiangsu's light and food processing industry showed 
marked progress during the Sixth 5-Year Plan. Total output value in 1985 was 
1.2 billion yuan, an increase of 1.6 times that of 1980, and an average annual 
increase of 21.1 percent. [Summary] [Nanjing Jiangsu Provincial Scrvice in 
Mandarin 1100 GNT 20 Jan 86 OW] /12913 


CSO: 4006/942 





SMALL-SCALE ENTERPRISES 


JLANGSU GOVERNOR ON DEVELOPING RURAL INDUSTRY 
OWO31000 Beijing XINHUA Domestic Service in Chinese 0012 GMT 3 Apr 86 
/Article by reporter Xu Yaozhong/ 


/Excerpts/ Beijing, 3 Apr (XINHUA)--While deliberating and discussing Premier 
Zhao Ziyang's report and his draft Seventh 5-Year Plan, NPC deputies from 
jiangsu, a province noted throughout our country for its most developed rural 
industry, pointed out: Rural industry must conscientiously obey overall con- 
trol and steadily progress. This is of important significance to carryin; 

ut the Seventh 5-Year Plan in an allround way. 





Jiangsu’s rural industry has developed very rapidly in the past few years. 

[In 1985, rural industrial output value reached 36.3 billion yuan, constitutin, 
35 percent of Jiangsu's total industrial output value and 61 percent of total 
output value of agriculture, sideline production, and industry in Jiangsu's 


rural areas. 


Deputy Gu Xiulian, governor of Jiangsu, said: In line with the guidelines of 
Premier Zhao Ziyang's report and the demand set by the Seventh 5-Year Plan, 
rural industry should follow the principle of basing itself on agriculture and 
serving agriculture. It is necessary to develop farm product processing, 
transport, supply and marketing, and other service trade. Qualified rural 
enterprises must actively produce auxiliary products for large industrial 
enterprises and products for export. 


Deputy Fu Peisheng, deputy director of the Agriculture and Industry Department 
under the Jiangsu Provincial Party Committee, added: To promote rural industry, 
we must also handle well the relationship between speed and economic results 

ind the relationship between quantity and quality. We must not simply stress 
speed in developing rural industry. Instead, we must put economic results in 
the prominent position. It is not enough to pay attention to output value and 
to the number of enterprises and staff and workers only. It is necessary to 

pay greater attention to the quality of products and service, reducing materials 
consumption and production costs, and improving the management level and the 
quality of enterprises. 


/12228 
CSO: 4006/926 





SMALL-SCALE ENTERPRISES 


BRIEFS 


AGRICULTURAL BANK LOANS--Beijing, 18 Mar (XINHUA)--Over 70 percent of China’ 
town and village enterprises have borrowed money from agricultural banks 
credit unions. 


or 


During the Sixth 5-Year Plan, agricultural banks and credit 
unions extenued a total of 150 billion yuan in loans to town and village enter- 
prises. Agricultural bank and credit 


union Loans to rural 
increased rapidly. Outstanding 


loans last year amounted to 


year were 2.3 billion yuan 
economists pointed out that 


enterprises have 
three times that 

of 1980, and the new loans last 

eding year. Rural 


nions are playing 


more than the ré 


agricultural banks and 
in increasingly important role in developing rural enter 
prises and the entire rural economy. /Summary/ /Beijing XINHUA 
Service in Chinese 0853 GMI 


lore ric 
18 Mar 86 OW/ 12228 


USO: 4006 /926 








CONSTRUCTION 


BRIEFS 


SICHUAN STEEL COMPANY PROJECT--Chongqging steel company yesterday started the 
construction of new coke furnaces Nos. 1 and 2. The project is the key one i 
the company's technological transformation in the Seventh 5-year Plan. 
Following the completion of the project, the company will increase its output 


ll 


capacity in pig iron, steel, and rolled steel to over 1 million tons, becoming 


one of China's large joint enterprises for steel production. It is estimated 
that the project will cost about 500 million yuan, and will be completed in 
1986. The company will then produce over 200,000 tons of coke for producing 
pig iron and steel. On 7 April, State Councillor Fan Yi visited the company 
and wrote an inscription for the company's technological transformation 


projects. [Summary] [Chengdu Sichuan Provincial Service in Mandarin 0030 GM! 


LO Apr 86 IiK] /12913 
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FOREIGN TRADE AND INVESTMENT 


FUJIAN STRATEGY FOR TECHNOLOGY IMPORTATION DISCUSSED 
Fuzhou FUJIAN LUNTAN [FUJIAN FORUM] in Chinese No 10, 5 Oct 85 pp 22-24, 15 


(Article by Jin Hongxun [6855 3126 3065]: "Some Questions Relating to the 
Importation of Technologies" ] 


[Text] The distinct policies and flexible measures to facilitate the use of 
capital from overseas Chinese and foreign sources and the importation of 
technologies, pursued by Fujian Province under the guidance of the open-door 
policy, were carried out at a faster pace than in general throughout the 
country. However, in the importation of technologies, problems have arisen 
that urgently demand solutions; we must conscientiously sum up experiences and 
effectively regulate the following relations: 


I. The Relation Between "Marching at the Head" and the Importation of 
Technology 


Achieving the strategic objective of quadrupling the gross output value of 
industrial and agricultural production by the end of this century and 
successfully meeting the challenge of the new technological revolution in the 
world are the major tasks facing China in its four modernizations drive. The 
Central Committee demands that Fujian Province "march at the head" in the 
country's four modernizations drive. The principal aspects of efforts to 
"march at the head" are importation of advanced technologies and accelerated 
economic development. We must, therefore, effectively regulate the 
relationship between “marching at the head" and the importation of 
technologies: 


1. Our strategic goal in the importation of technologies must be raised 
higher than generally in the rest of the country. Based on the specific 
conditions of China, the country as a whole has put forward the strategic 
objective of "widespread application by the end of this century of the 
technologies employed in the advanced countries at the end of the 1970's and 
the beginning of the 1980's." To achieve this nationwide strategic objective, 
Fujian must appropriately raise the starting point for the importation of 
technologies, and should consider adopting as the province's’ strategic 
objective "achieving by the end of the century the overall technological level 
generally prevailing nationwide, in some areas the advanced levels prevailing 
in China, and in some respects the advanced level of world standards." The 
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achieve foreign exchange equilibrium Dut played an important role in the 
economi Jeve lopment of the province, the prefectures, counties and 
jepartments should institute comprehensive foreign exchange balancing with the 
province, prefectures, inties and departments concerned and estabiis! 
regions or sectors as units for foreign exchange balancing, some even should 
e granted foreign exchange supplements by th state. Second, effective 
measures should be carried out to encourage exports, spurring on enterprises 
t further expand exports by the importation of technologies. For instance, 
in financial respects, for enterprises that exceed a prescribed volume f 
forelar excnange rough exports the method should be that fter fulfilling 
their oDligations to turn in amounts due to higher authority, whoever creates 
foreign exchange may have the use of it, the more that is created, the mor 
May de used, and any foreign exchange in excess of requirements may de 
internally adjusted at favorable prices. For each amount of foreign exchang 
remittec, the enterprise that earned it through its exports shall be granted 
favorable payment terms. As to taxation, reduction or exemption from customs 
juties should be granted for the importation of sophisticated technologies and 
software. A system of tax rcfund on marketing products abroad should e 
instituted for enterprises that use imported advanced technologies and produce 
export mmodities within a sertain time limit . For enterpris tna’ 
manufacture exy t mmodities methods of scaled tax reductions or exemptior 
ana acce.erated reciation synoulc be instituted. In the distribution [ 
rofits, those wi put imported advanced technologies into production ahead of 
time i.G de allowed to retain a part of the savings in investment i 
nus. In ther words, the same favorable measures as applied tix 
treatment 4 ninese-foreign joint venture and cooperative product f 
enterprises should rrespondingly be applied in the case of enterprises that 
produce export mmodities with imported advanced technologies, in jer 
ipur them n tt transform imported advanced technologies as quickly " 
‘ ible into important avenues for sources of foreign exchange throug 
xports. 
v. The Relation Between Functioning as a Window to the Outside World and * 
Importation of Technologies 
There are tw $s0r to be learned fror the importation of technolog 
Variou intries. ne is that certain developed countries imported advanced 
tecnnoiogies witnout orotective measures, so that their own lomest 
technologies were squeezed it. The other .s that certain deve ng 
intries mported advanced technologies without regard for the probiem 4 
absorbing them, effecting transformations, carrying out innovations and 
providing an nducement for their own domestic technologies to deveiop. 
situations as in these two lessons make it impossible for the importing 
sountries to establish or perfect tneir own technological systems. As Fujian 
Province is to play the role of a window to the world, it will have to give 
particular attention to the absorption of imported advanced technologie and 
to the work of transformation and innovation. 
1. Joncentrating a certain ‘“orce on the study and development ft 
technologies of a strategic nature. The enterprises of Fujian Province ar 
rather inept at studying and developing new technologies. Given a certain 
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echnology, it will indeed be difficult for one enterprise ) 


sophisticated 
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Study and develop it further. For the purpose of studying and eveloping 
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technologies of a strategic nature in a planned way, we may consider 


establishing a provincial corporation for the development of new technologies. 
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Based on the state of science and technology in our provinc nd the needs for 
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am adjustment of our production structure, the t2sk of this corporation would 
be to specially import the modern advanced technologies of foreign countries, 
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power technologies, dDiocengineering technologies and ocean engineering 
technologies and to institute the study of the current patterns as well as to 
fevelop the future patterns of new technologies. Utilizing the favorable 
ndition of our opening up to the outside world, allocating a special fund 
for these importations, selecting a small group of highly qualified scientific 
anc technological personnel, establishing a corporation for the development of 
new technologies--similar to tne venture corporation--taking the Xiamen SEZ 
and 86 the Mawel jevelopment zone of Fuzhou as basis, and organizing all 
: vitutions : nigher education and scientific research institutes for a 
int asSault on the technologies of strategic nature would amount to taking 
‘ .irst step toward the development of new technologies, especially the 
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rr arrying it importing from abroad and cooperating with unit in the 
interior in order to speed up the transmission of advanced technologies to the 
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the lomestic economy and in the transmission of advanced technologies 't the 
nterior, the province must widely carry it importing from abroad ind 
sooperating with units in the interior. In the complementary linkage with the 
jomest nits we must fully utilize the technological strength, equipment and 
finan 1) resources available in the interior. It may be possibile t en 








Single-pruject or comprehensive agreements with universities, colleges and 
scientific research units in the interior for the purpose of solving the 
problem of form‘ng complementary linkages with the interior, especially as 
regards basic technologies. It would also be possible to carry out 
technologica’ compensation trade with the areas of the interior, that is, ‘to 
import advanced technologies and cooperate with other provinces and 
municipalities in the earliest possible manufacture of "foreign merchandise," 
not only to expand exports, but also to receive goods as repayment for the 
investments in the other provinces of technologies and for the expenditure for 
equipment, raw and semiprocessed materials. This would on the one hand be 
beneficial for complementary iinkages within the country as regards imported 
technologies, and on the other hand promote the transmission to the interior 
of advanced technologies and the marketing of “foreign merchanaive" in the 
interior, as it could also speed up taking advanced technologies into 
production; a way to achieve three things with one stroke. 


To be effective in disposing of the problems of the above-stated various 
relations, we have to carry out three changes: First, a gradual shift from a 
pattern of scattered and piecemeal importations to the importation by trades 
of lead-technologies to be accompanied by complementary technologies. Second, 
a gradual shift from giving priority to the importation of hardware to the 
importation of both hardware and software at the same time. Third, a gradual 
shift from a pattern of importing for domestic marketing of the products to a 
pattern of importation that is mindful of both, marketing domestically and 
abroad. To realize these changes it is crucial that we start out with a 
Strengthening of macroeconomic guidance and raise the scientific character of 
our work of importing technologies. In accordance with our strategic 
objective of “marching at the head," we must strengthen the planning of 
technology imports, fix our medium and long-term import targets, arrange 
importing times in a rational way, and coordinate the technology import plan 
with the plan for economic and social development and the plans of the various 
trades and industries. Only in this way will it be possible to gradually move 
the import work of Fujian Province on to a road of healthy development. 








YOREIGN TRADE AND INVESTMENT 


TECHNOLOGY EXPORT FAIR OPENS IN SHENZHEN 


H°.111213 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 11 Apr 86 p 5 


[7rom Louis Liu in Siienzhen] 


[Text] China's first major technological exposition opened in the Special 
Economic Zone yesterday, presenting a range of the country's top export items. 


More than 200 firms are taking part in the 10-day China Shenzhen Technology 
fair, offering the public a rare look at the most advanced Chinese products in 
fields such as nuclear energy, electronics, aviation, astronautics and 
defence. 


The most spectacular items on show are a replica rocket and satel’’ ind 
television antenna dishes outside the exhibition hall. But some i... .gn 
visitors consider many exhibits far from advanced by international stardards 
and were surprised to see iron grilles, herbal medicines, and even garments on 


display. 


The organizers said most of the products were the results of applied 
technology. 


The telecommunications satellites and Long Marci II and III rocket launchers 
are the pride of China's aerospace industry, which hopes to become a serious 
competitor to the European Ariane Space Consortium and the US space agency 
NASA. 


Visitors are also offered a look at civilian applications of China's nuclear 
technology, in particular a micro-reactor for scientific and medical use, 
offered for a highly competitive US$750,000. 


The micro-reactor, for instance, might be sold along with nuclear fuel to 
Pakistan, Hong Kong, Sri Lanka, Zambia and Burma, said Li Zhongping, an 
engineer at the Atomic Energy Institute. 


To show the importance it places on the exposition, Beijing has sent to 
Shenzhen an array of ministers, vice-ministers and other top government 
officials, including Ding Ileggao, Minister of the Commission of Science, 
Technology and Industry for National Defence. 


92 











About 150 representatives of foreign companies are said to be attending. 


Beijing aims to sell its wares to industrialized, as well as developing 
countries. "We intend to sell our launchers and satellites around the world 
at prices 15 percent lower than the competition,” said Xu Dexin, an engineer 
at the Academy of Space Technology, adding that negotiations were already 
underway with five or six countries. 


High technology export contracts will enjoy strong legal protection and 
preferential treatment, Xie Guang, vice-director of the Commission of Science, 
Technology and Industry for National Defence, said at the fair's opening. 

He said the state's move to convert its military industry and research into 
commercial production tied in well with the country's open-door policy. 


Many of the products displayed were regarded as confidential until recently. 
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FOREIGN TRADE AND INVESTMENT 


IMPORT OF HIGH TECHNOLOGY TO BE GIVEN PREFERENCE 
OW112052 Beijing XINHUA in English 2005 GMT 11 Apr 86 


[Text] Boston, 10 April (XINHUA)--A leading Chinese industrial official said 
here today that in the next five years China would give preference to the 
import of high technology to boost its economic development. 


Speaking at a seminar on technology transfer and business management at the 
Massachusetts Institute of Technology, Sun Zonghao, deputy leader of the 
Chinese Economic Management Delegation, said the items to be imported include 
software, key equipment, basic technology and technical know-how for producing 
raw materials, basic parts, and components. 


The delegation, led by Yuan Baolhiwa, vice minister in charge of the State 
Economic Commission, is on a tour of the United States at the invitation of 
the National Committee on U.S.-China Relations. 


Sun, director of the Bureau of Enterprise Renovation, the State Economic 
Commission, continued that another means of introducing foreign technology to 
China is to start joint ventures with overseas partners. Such ventures 
covering a period of more than ten years would be exempted from income tax in 
the first and second profit-making years and allowed a 50 percent reduction in 
income tax in the third through the fifth years. 


In addition Sun said, if investors provide high technology and equipment, a 
certain proportion of the products may be sold in China. 


He told the seminar participants that over the last five years, China 
comp’ <eted 200,000 projects of technological transformation, with most related 
to installation of new production lines and key equipment. 


China's cooperation with foreign investors and industrialists has grown 
steadily over the years. By the end of last year, the country had 2,300 joint 
ventures, 3,700 enterprises of cooperative management and 120 exclusively 


foreign-owned firms. 


A heated discussion followed his presentation. Responding to a question on 
how technology imports were handled in China, Sun Zonghao explained that at 
present any import worth more than five million dollars would be approved by 


%, 











the central government, whereas any sum less than this would be a matter of 
decision by departments concerned or local authorities. 


In reply to another question on foreign currency remittance by overseas 
business partners, he said any foreign investor or businessman in a joint 
venture, producing goods of special needs to the Chinese market would have no 
difficulty in receiving his earnings in foreign currency, if such arrangement 
was specified in agreement with the approval of the Chinese government. 


Attending the 2-day seminar are U.S. and Chinese officials, business 
executives and industry management specialists. The meeting will continue 


tomorrow. 
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FOREIGN TRADE AND INVESTMENT 


HONG KONG FIRM TO PROTECT PRC INVENTIONS SOLD ABROAD 


HKO10722 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS supplement) in 
English 1 Apr 86 p l 


{By Paul Sham] 


[Text] China Patent Agent (GH) Ltd is to raise USS$10 million in Hong Kong 
from local and foreign sources to protect innovations sold abroad by China's 
emerging industries. 


Liu Gushu, the company's first deputy chairman and general manager, told 
BUSINESS NEWS the fund will be used largely to pay patent application fees in 
countries where Chinese technologies are expected to be competitive. 


China Patent will not only assist companies who have neither the expertise nor 
the hard currency to make patent applications alone, but will also help to 
market promising products. Details of the money-raising have yet to be worked 
out, but the money pool will form an investment fund similar to those in Hong 
Kong, Mr. Liu said. “It will be a combination of business to tap the market 
potential of China's technology overseas and contribute to boosting the 
country's foreign exchange earnings.” 


China Patent was originally appointed by China's State Council to receive 
applications for registration of patent rights and trade marks from foreign 
firms in China. Its planned wider role has been prompted by expected good 
demand for Chinese inventions and the need to ensure they are adequately 
protected. 


An allotment of US$500,000 to China Patent early this year to apply for 
foreign patent applications has already been used, and the company is to 
invest an equal amount in the second half. 


The 20 Chinese innovations so far in line for patent protection include a 
power generator, transmission device, and teaching and X-ray equipment. 


According to a recent report by INTERNATIONAL BUSINESS, a Bei jing-based trade 
journal, China has signed more than 30 outbound technology transfer agreements 
with other countries since 1980. Their total value was USS$10 million. 








During the technology fair held at Birmingham last October, about 20 of the 29 
inventions and processes exhibited by China resulted in signed agreements or 
letters of intent with foreign companies. By the end of last year, China had 
registered 20,000 local innovations, of which about 1,000 were the subject of 
applications for patent rights inside the country. 


Meanwhile, Mr Liu said, proposals to set up a China Technology Development Co 
as a joint venture between China Patent and the State Council's Patent Law 
Office are still at the discussion stage. The delay in establishing the 
company, which had been due to open after Lunar New Year, reflects the recent 
cautious attitude of China towards commercial enterprises opened by government 
departments, said Mr Liu. “We have to wait until the government has a clearer 
policy on that.” 


In addition to promoting Chinese technology in overseas markets, the joint 
venture would also handle the importation of advanced technology by China. 
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TRANSPORTATION 


STATE COUNCIL PROMULGATES CIVILIAN AIRPORT REGULATIONS 
OW140225 Beijing XINHUA Domestic Service in Chinese 0114 GMT 13 Apr 86 


[Text] Beijing, 13 Apr (XINHUA)--The State Council on 6 April promulgated 
the "Provisional Regulations Regarding the Control of Civilian Airports." 
The regulations went into effect on the day of promulgation. 


There are 14 articles in the regulations. They apply to airports used by 
civilian aircraft when carrying out civil air transport, aeronautic 

training, and aeronautic operations. They do not apply to temporary seasonal 
airports for use in conducting aeronautical operations and temporary 
helicopter takeoff and landing points. All civilian airports will be placed 
under the control of the relevant departments of the Civil Aviation 
Administration. 


It is stipulated in the regulations that a civilian airport cannot open 

for operations unless an airport operations permit has been obtained. 
Application for such a permit should be submitted to the Civil Aviation 
Administration by the organs in charge of the airports, and the permit will 
be issued by the Civil Aviation Administration only after it has examined 
and approved the application. 


The State Council set forth the following requirements for a civilian 
airport applying for an airport operations permit. 1) In possession of 
documents of approval for the construction of the airport and documents 
certifying the examination and approval of the completed construction. 

2) In possession of an allocation of the flying zone and operations zone 
compatible with the types of aircraft using the airport, their operations 
forms and operational capacities as well as the relevant facilities and 
personnel. 3) In possession of the flight control, telecommunications, 
navigational and meteorological facilities and personnel capable of 
ruaranteeing normal flights and flight satiety. As regards an airport to 
be open to instrument flights, it must be able to meet the stipulations 
laid down by the Civil Aviation Administration for instrument flights. 

4) Equipped with security protection devices. 5) Equipped with a 
contingency plan to cope with extraordinary situations and the needed 
facilities and personnel. 














? 


It is stipulated in the regulations that an international airport must 


have the conditions for international flights and complete the examinati 


and approval procedures pursuant to the relevant regulations of the st 
The decision to open an international airport tor operations will be 

announced t: the public by the Civil Aviation Administration. The Civ 
Aviation Administration will handle all matters concerning the supply « 


information about an international airport to foreign countries. The 


land occupied by a civilian airport will be placed under the centralize 


and planned control of the organ in charge of the airport and no unit 
individual is permitted to take it over. 


The document also contains some specific provisions concerning the duties 


? 
4 


, 


site 


of the organ in charge of an airport, the protection of clear visibility 


over the airport, and environmental protection. 
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TRANSPORTATION 


BRIEFS 


NANJING PORT DATA--Nanjing Port is situated on the lower reaches of the 
Changjiang. The water depth of the port itself and the water channel is 
above 10 meters. There are more than 150 wharves of various sizes. It is 
capable of berthing 75 vessels of 2,000-5,000 tons, or 14 vessels of 

10,000 tons. It is China's largest inland river port. It handled 36.63 
million metric tons of cargo, carried 1.7 million passengers, and turned 

in 40.02 million yuan of profits to the state in 1985. It is China's fourth 
largest port after Shanghai, Dalian, and Qinghuangdao. [Summary] [Nanjing 
Jiangsu Provincial Service in Mandarin 2300 GMT 20 Jan 86 OW] /12858 
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